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Meet Your Business Partners! 


A Brazilian manufacturer and a Swedish engineer, 
the Sheikh-owner of oil lands and a Canadian 
mining official, a ‘U.K."’ industrialist and a 
trade-wise Chinese—and many, many more gen- 
tlemen who do not attend your Board meetings 
regularly, are nevertheless, pretty important men 


in your organization. 


They and their countrymen sell to you and your 
fellow businessmen hundreds of the essential 
materials which go into the products you manu- 
facture. And then they take your payments for 
their materials, and a little more, and come right 
back to buy your American goods at the rate of 


about 12 billion dollars worth a year. 


So it’s a wise businessman who makes a point of 
keeping himself well-informea about what these 
important partners of his are doing and thinking 
and planning. He knows that their economic ‘‘ups 


= 


and downs” and their political “rights and lefts’’ 
have a sure impact on his own personal circum- 


stances, and he knows that reliable information 


“te good business to wateh world business” 


1239 TWENTY-FOURTH STREET, 


about a far-off event, a new business trend of 
their making gives him a big advantage in plan- 


ning his domestic affairs. 


As you know from reading your own weekly 
copies, World Report’s information is reliable 
information. The news articles in every issue are 
checked and rechecked many times for accuracy 
and completeness, and they are shaved down to 
the very minimum of words which still tell the 
whole story. World Report is written for busy 
people who must make every minute of their 


reading time a profitable minute. 


If there are executives in your organization who 
do not see the weekly issues of World Report, 
you will be doing them and your company a real 
service by entering World Report subscriptions 
in their name. In the hands of your associates, 
World Report becomes an important tool for 
building toward the even greater volume of world 
trade which tomorrow will bring. The subscription 


price is $4 a year for 52 weekly issues. 





N.W., WASHINGTON 7, D.C. 
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Factory construction in Great Britain 
is being suspended for six months to di- 
vert men and materials to industries 
whose exports earn dollars. For the same 
reason, sharp cuts have been ordered in 
the building of roads and airports. 


oo Oo 


Wool production in the Southern 
Hemisphere this year is expected to reach 
2,300,000,000 pounds. This is 1 per cent 
below last year’s total, but 3 per cent 
above the prewar average. Output for the 
year in the Northern Hemisphere is esti- 
mated at 1,410,000,000 pounds, 


oo 9 


Canadian softwood available for ex- 
port in 1948 has been fixed by the Do- 
minion Government at 290 million board 
feet. Bulk of the export quota this year 
was earmarked for Britain, but no such 
restriction will be placed on the new al- 
location. 
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Six thousand European workers have 
been approved as immigrants to Chile. 
Most of them will come from Italy, Spain 
and France. 


oo 0 


American property in the Netherlands 
East Indies taken by Japanese forces dur- 
ing the war may be recovered if it can be 
properly identified by the owners. Appli- 
cations should be submitted to the 
Raad voor Oorlogsschade (Board for War 
Damage), Koningsplein West 2, Batavia, 
Java. 
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Increased trade between Italy and 
Canada is the goal of a delegation of 
Italian industrialists and merchants who 
will tour Canada early next year. After 
inspecting a number of :actories, the mis- 
sion will attend the Canadian Interna- 
tional Trade Fair at Toronto next June. 
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An X-ray process that its inventors 
claim will increase rice yields by 43 per 
cent will be tried on a large scale next 
season in Japan. Developed by two Jap- 
anese scientists, the method involves ex- 
posure of sprouting seeds to X-rays for 
a three-hour period. 
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A “tourist circuit” for motorists is 
being planned to link up the United 
States, Cuba and Mexico. Automobiles 
would be carried by ferry between Mi- 
ami, Fla., and Havana and between the 
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Cuban port of La Fé and Puerto Juarez 
in Mexico. 
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Rationing of clothing in New Zealand 
is being discontinued because of im- 
provements in supply prospects for 1948. 


o 0 90 


Polish coal is to be sent to France 
to pay for French property nationalized 
by the Polish Government. For all coal 
delivered before 1951, Poland will get 
extra credit in reducing the debt of $60 
million. 


oo 8 


German inventors in the _ British- 
American zone of occupation will get 
patent protection under new laws to be 
voted by the bi-zonal legislature, Military 
Government officials have authorized the 
action to encourage industrial research. 


oo 90 


Steel capacity of Brazil’s Volta Re- 
donda plant is to be raised to 300,000 
tons next year when a new furnace is 
opened. Present rate of production is 
250,000 tons a year, with two furnaces in 
operation. 


oo 98 


Locust swarms in Central America 
have been checked temporarily with 
sprays, insecticides, oil and “dust bombs.” 
Mexico supplied materials to the Govern- 
ment of Guatemala in an effort to check 
the northward advance of the crop- 
destroying insects. 


o 90 0 


Private industry in India is promised 
financial assistance in a bill now being 
studied by the Dominion Parliament. The 
measure would set up an Industrial Fi- 
nance Corporation, with capital sub- 
scribed by banks, insurance companies 
and the Government. 


o 0 90 


An increase in the birth rate in Rus- 
sia is indicated by reductions of 50 per 
cent in subsidies paid to mothers of three 
or more children. Payments had ranged 
from $75 for birth of a third child to $940 
for birth of a tenth. 


o 0 °O 


A harbor development on Walvis Bay, 
South West Africa, is being considered as 
an outlet for produce from Rhodesia. 
Negotiations for the development are un- 
der way between the British, Rhodesian 
and South African governments. 
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Memo from the Editors 





How strong is Russia? That is a question governments and indi- 
viduals all over the world are asking. The answer, fully told, can do 
much to forecast the trend of international events in the crucial year 
about to open. The economic staff of World Report has been digging 
into the question for several weeks, studying Soviet press reports and 
official documents to get the true picture of Russia’s strength and weak- 
nesses. Their analysis appears on page 8. 


Soviet shoppers in America are causing official concern in the 
U. S. Congress and in some business quarters. There is scattered agita- 
tion to prohibit sales to Russia. Why? On page 10 we present a detailed 
report on what Russia is buying in America and, just as important, the 
facts on how Soviet buyers can get things for which Western Europe 
has to wait. 


Hunger in Britain is more than a problem of shopping by the 
housewife. Food is one of the most important components of the Labor 
. Government’s program for industrial recovery. This winter will force a 
cruel choice on the Government: whether to cut the British diet again 
or to risk the loss of hard-won progress in industrial production. You 
get the story on page 7, in a dispatch from our London Bureau. 


The cost of saving Europe is going up. Already, estimates put 
before the U.S. Congress a few weeks ago are out of date. Careful 
planning by the Communists in France and Italy has upset the calcula- 
tions of America. 

A dispatch on page 5 gives in precise terms the industrial toll of 
Communist-led strikes in those two countries. Behind each work 
stoppage and demonstration is a deliberate program to make American 
aid more expensive and less effective. Dispatches from World Re- 
port’s bureaus in Paris and Rome show how carefully timed blows at 
vital industries are weakening Western Europe before assistance can 
arrive from the United States. 

How successful will the strategy be? Much of it depends on politics, 
on whether the Communists can keep control of dissatisfied workers. 
It may be a Socialist, not a Communist, who finally calls the turn in 
Italy. Read on page 27 the story behind Socialist Pietro Nenni’s alliance 
with the Communists, and how he may be in a position to make or 
break any attempt at a civil revolt in Italy this winter. 


Where is the oil? Householders and industrial users are looking 
to their storage tanks as winter sets in. The oil shortage is real. It is 
world wide. A story on page 14 takes you around the globe in the 
international race to develop new sources of scarce petroleum. 


The Editors of “Worta Report” 








Here's a Handy Way to Subscribe! 


World Report, 


Circulation Dept., 431 Parker Ave., Dayton 1, Ohio 


Please enter my subscription to World Report for one year 
and send bill to me. (U.S., its Possessions, Central and 
South America, $4; Canada & Other Countries, $5.) 
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FROM THE CAPITALS OF THE WORLD 





For World Report 
Issue of December 16, 1947 
Volume 3, No. 25 


Crucial campaign in Soviet-American “cold war* is about to begin. 
Stalemate over Germany, failure of Big Four at London, sets the stage. 
Communist march on Rome, orderly but ominous, underlines Moscow's tactics. 
Russian break with France marks end of Joseph Stalin's hopes of easy con- 
guest of Western Europe. Labor unions, governments, public fail to knuckle under. 








Points to keep in mind, as “cold war" warms up, are these: 

Russian goal is domination of Europe. Asia later, maybe; Europe first. 

American objective is economic recovery of Europe, including Germany. 

Fireworks, therefore, will continue to come mainly from Europe. 

Duration of campaign is to be a matter of years, in all probability. 

Climax will occur when it is clear to Moscow that one of two things is 
about to happen: (1) when ERP--European Recovery Program--is plainly about to fail; 
or (2) when ERP has won enough momentum to make success a foregone conclusion. 

Failure of ERP should make things relatively simple for Stalin. 

Success of ERP, on the other hand, would mean United States had won the 
crucial campaign in the "cold war," perhaps ended the war itself. 

U.S. victory, as Secretary Marshall is known to visualize it, would end 
risk of Soviet domination of Europe, strengthen bargaining power of American 
diplomats, permit genuine negotiation between Russia and the United States. 














Military power behind the "cold war,* as things stand, favors Russia. 

Ground forces total 3,800,000 Russian, 800,000 American. Bulk of U.S. force 
is green, untested. Britain could add 1,000,000, dropping to 700,000 next March. 

Combat planes, ready for action, number 14,000 in Soviet hands, or about 
three times the number of bombers and fighters now on tap for U.S. Air Force. 

Naval strength finds U.S. far in the lead--but naval strength can't be ap- 
plied directly to the interior of Europe or Asia. At that, Russia may be ahead 
of the United States in new-type submarines, taken over from the Nazis. 





In and near the world's trouble spots, this is the line-up: 

In Germany and Austria, about 125,000 U.S. troops face twice as many Reds. 

At Trieste, 5,000 U.S. troops, along with British, face no Russians, but 
do face the Yugoslav Army, probably 300,000 strong, some of them "trigger happy." 

In Greece, 5,000 British troops and a handful of American military techni- 
cians look out on Greek guerrillas, backed by well-armed satellites of Russia. 

In addition, Russia has in excess of 200,000 soldiers in Hungary, Romania, 
and Bulgaria. U.S. troops in Italy, 20,000 strong, are being moved out. 


(over) 
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WORLDGRAM~-~ (Continued) 


European picture as a whole is this: Against combined Anglo-American force 
of perhaps 350,000 on the Continent, Russia can count on at least 500,000 
troops, plus satellite armies, plus a million soldiers in Western Russia. 


Odds against American military power are even heavier elsewhere. 

Middle East, including Palestine, has no Soviet troops, no American, per- 
haps 50,000 British scheduled to pull out no later than August 1. Looking down 
from Southern Russia, however, are 1,500,000 Red troops, about 80 divisions. 

Far East reveals 7 U.S. divisions in Japan, 3 in Korea, facing 135 Russian 
divisions in Korea, another 20 in Siberia, plus--in a pinch--Chinese Communists. 

It all adds up to this: Russia today has the military power to sprawl over 
Europe, the Middle East, and into Asia pretty much at will. 

What holds Moscow back is a lack of industrial power to fight a world war, 
and a hope of easier, safer victory through outwitting the U.S. in a “cold war." 








Meaning of the London Conference of Foreign Ministers to date: 

Russia's Molotov has been having a wonderful time, spreading propaganda. 
America's Marshall has seized opportunity to bring France closer to U.S. 
Molotov'’s attacks leave American policy on Germany unaffected.. 

Three zones--British, French, American-<-are to become a working unit. 

New currency is ready for issuance throughout Western Germany. 

German recovery, aid to Marshall Plan, is focus of U.S. intentions. 

New deal for Ruhr, result of French-American talks, is in the making. 
Russia, on outside, won't be ostracized. Door will be kept open a crack. 











Moscow is not happy over the way things are going in France. 

Labor's decision to go back to work strengthens a shaky French Government. 

Failure of general strike reduces the prestige of the French Communists. 

Government action in closing Russian repatriation camp near Paris annoys 
Moscow. The camp provided a handy way to slip Soviet agents into France. 

Russian reaction to French behavior, to Communist setbacks in France, is to 
break off trade negotiations, turn Radio Moscow against Paris regime. 








Ability of Arabs to keep trouble brewing in the Middle East is unques- 
tioned. Arab capacity to fight a modern war, though, is something else. 

Egypt's Army of 50,000 has little equipment, hasn't fought since 1898. 

Irag's Army, 50,000 strong, has few tanks, no heavy guns, little transport. 

Syria counts 10,000 troops, but with no experience in modern warfare. 

Saudi Arabia, under Ibn Saud, has an army of 13,000, poorly organized. 

Trans-Jordan, with Arab Legion of 6,000, British-trained, is best of lot. 

Fact is, Arabs have considerable man power, but little equipment, inadequate 
transport, primitive training, poor staff work, and political troubles as well. 

Palestine's Jews have close to 100,000 available, armed and trained. 








FOR YOUR CONVENIENCE--This survey is completed on succeeding pages in- 
asmuch as "Worldgram" cannot possibly include all the important develop- 
ments. To assist the busy reader, a series of brief paragraphs is 
printed in large type at the head of each Dispatch. 
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RISE IN COST OF STOPGAP AID TO EUROPE 


WASHINGTON, PARIS, ROME and VIENNA 


Reported from 


Russia's Communist allies are 
knocking the bottom out of the 
United States Government's fig- 
ures on aid to Western Europe. 

Strikes and violence led by 
Communists are cutting deep 
into production in France and 
Italy. Output already lost has 
upset the financial estimates pre- 
sented to Congress a few weeks 
ago. 

As a result, more dollars, more 
speed in Congress, or more sacri- 
fices in Europe will be required 
to keep non-Communist govern- 
ments from collapse. 


o 0 °O 


@ Communist wrecking of recovery 
in France and Italy is starting a cycle 
of economic loss that will be felt on 
both sides of the Atlantic for months 
to come. 

Thus far, cabinets of moderates are 


holding out against Communist 
strikes and violence. Government 


prestige is high. Communists are los- 
ing their followers. 

But dispatches to World Report from 
Paris and Rome give a dark picture of 
shortages to come in both countries. 
Communists have concentrated their at- 
tack on the weakest points of the econo- 
mies of both countries. The result has 
been to create industrial bottlenecks that 
will restrict production for months. 

Over-all picture in France is reported 
by William H. Lowe, World Report staft 
correspondent, from Paris. He says: 

“All the calculations of the Paris Con- 
ference on France’s role in the Marshall 
Plan for European Reconstruction now 
are off the mark. 

“France already has lost 75 million 
man-hours in the productive industries. 
More losses from strikes lie ahead. 


National income is reduced by 25 per 


cent to date. That’s about $200 million. 
“Production losses from. strikes total 


half a million tons of iron ore, 200,000 
tons of iron, 200,000 tons of steel and 
175,000 tons of finished steel products. 
Production generally is off 40 per cent. 
Export industries are hit hardest. 
“Biggest loss is time in the battle for 
recovery. Inflationary pressure is increas- 
ing rapidly. The French Government it- 
self has lost something like $1,800,000,- 
000 as a result of the strike movement.” 
In Washington, Government experts 
are revising their estimates of stopgap aid 
needed by France, Italy and Austria. The 
$597 million proposed to the U.S. Con- 
gress Was supposed to sustain a predeter- 
mined level of output and living in all 
three countries. Now such a level is out 
of reach at that price. What is more, 
Communists in France and Italy are vir- 
tually certain to do what damage they 
can throughout the winter. 
@ Impact of Communist strikes and 
violence on the economies of France and 
Italy cannot be judged accurately yet in 
detail. But dispatches from both coun- 
tries make the following analysis possible: 
Petroleum shortages already have 
reached the crisis stage in France. Com- 
munists succeeded in closing down four 
of the 12 refineries, cutting production by 
20 per cent. In addition, a month’s supply 
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FRANCE—SABOTEURS WRECK TRAIN 


of petroleum, totaling 390,000 tons, was 
tied up in strike-bound ports. 

French stocks of liquid fuel were 
dangerously low three wecks ago. Now 
they are about gone. Electric power 
plants, coastwise shipping, motor trans- 
port and many industries dependent on 
Diesel oil and other liquid fuel are facing 
shutdowns. 

Between January and May, France is 
supposed to import 11 million barrels ot 
petroleum, while Italy gets five million 
barrels, mostly crude oil. But strike 
troubles are leading both France and 
Italy to seek refined products, already 
in short supply throughout the world. 
If they can find what they want, both 
countries will be anxious to spend much 
more than the $82 million they expected 
to use for petroleum imports between 
October 1 and March 31. 

Coal losses due to strikes have cost 
France at least 50 per cent of its pro- 
duction, probably more, over a_three- 
week period. Though a_ back-to-work 
movement is beginning despite the Com- 
munists, estimates of damage done to 
the mines by Communist sabotage have 
still to be made. 

Even discounting damage and loss by 
future strikes, French industry has re- 
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Today’s damage means hardships tomorrow 
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ceived a staggering blow in the coal 
fields. Minimum estimates of the loss 
range around two and one-half million 
tons of coal. That is more than France 
hopes to get from the United States in 
two months. 

The lag in delivery of coal supplies to 
French industry may last a long time. 
More than 300 coal ships were idle in 
French ports while dockers, seamen and 
railroad workers struck. In New York, 
U.S. coal for France is waiting for ships 
delayed by strikes. On the Rhine, the 
Marne and the Seine, hundreds of barges 
that carry Ruhr coal to France still are 
immobilized by strikes. 

Power failures in electric plants de- 
pending on Diesel oil and coal are wide- 
spread in both France and Italy. Commu- 
nist saboteurs have cut many power 
lines. But the damage to power produc- 
tion in France caused by strikes will be 
felt for months. 

The power dam under construction at 
Genissiat on the Rhone River, for ex- 
ample, was scheduled to begin opera- 
tions this month. It was to supply most of 
the three billion kilowatt hours by which 
France hoped to increase its hydro- 
electric capacity in 1948. Two weeks of 
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Communist-led strikes already have de- 
layed power production at Genissiat by 
two months. 

Industrial bottlenecks have been 
created by the hundreds throughout 
France and Italy. 

Drop in exports from France and Italy 
will show up months from now. Goods in 
waterfront warehouses will be moving 
out for a few weeks. But thereafter the 
dollar incomes of France and Italy will 
show the effect of Communist strikes in 
export industries. Dollars that both coun- 
tries expected to earn now must be 
counted as lost. 

Government planning on a long-term 
basis was difficult enough before strikes 
and violence reached revolt proportions 
in parts of France and Italy. Now it is 
all but impossible. Non-Communist gov- 
ernments in Paris, Rome and Vienna 
literally are living from week to week. 

Money trouble is worse than ever in 
France and Austria, bad enough in Italy. 

Circulation of French currency is at a 
record high of nearly $7,330,000,000. 
Strikes came just before the Government 
planned to halt inflation. Government 
costs, scheduled for cuts, now are run- 
ning higher than ever because of the 
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ITALY—THE ARMY TAKES OVER: The non-Communist Government is living from week to week 


increase in troops under arms, the bigger 
losses in nationalized industries and the 
drop in the collection of certain taxes. 

Italy, already making progress against 
inflation, is losing ground again owing to 
Communist violence. A Communist revolt 
may smash Italy’s hopes of recovery for 
years to come. 

Austria's Government, now in the 

midst of currency conversion, still is wait- 
ing to see whether the Russians live up 
to their promise to support the conversion 
in their zone of occupation. 
@ Trouble for the U.S. is building up 
as Western Europe counts the cost of 
Communist opposition. Chances are that 
Congress might balk at another “stop- 
gap program if presented. Probability is 
that President Truman will try to fill the 
wider gap in Western Europe by asking 
Congress to speed action on the long- 
range Marshall Plan. 

In the end, the Communists may find 
out that their efforts were not enough to 
wreck the recovery plan for Europe. Cer- 
tainly they already have lost millions of 
followers by using strikes for their own 
and Moscow's ends. But their action is 
making American efforts to aid Europe 
more difficult and more costly. 
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BRITISH CABINET’S DILEMMA: 


FOOD OR RAW MATERIALS 





Reported from LONDON 


A new food crisis is menacing 
Great Britain. 

The new year may bring fur- 
ther cuts in a diet already 
austere. 

The Labor Government is 
being forced to decide whether 
imports of food or of industrial 
raw materials are more impor- 
tant at this critical stage. The 
decision will determine whether 
British production keeps climb- 
ing this winter. 

o 0 9 


Great Britain is up against a food 
situation that can cancel out much of 
the industrial progress made in recent 
months. 

Repeated cuts in rations have driven 
the national diet to levels even lower 
than those prevailing among the un- 
employed during the worst days of 
the 1933 depression, and now the 
Government is confronted with the 
question of further reductions. 

Experts in nutrition say that the 
amount of food consumed by the average 
Briton has dropped below the danger 
point. They say that the people are not 
getting enough food to maintain efficiency. 
@ Cause of Britain’s acute situation is 
twofold. 

A poor harvest at home leaves the na- 
tion with a much smaller supply of 
domestic foodstuffs than usual. Winter 
floods and summer drought are respon- 
sible. The potato crop was so hard hit 
that it was necessary to ration potatoes 
at three pounds a week per person. 

Curtailed buying abroad at the same 
time reduces the quantity of food flowing 
into Britain from other countries. The 
Government was forced to reduce food 
imports to conserve Britain’s dwindling 
store of U.S. dollars, and to narrow the 
gap between imports and exports. 

@ Three solutions are possible under 
existing circumstances. Each, however, 
has its drawbacks. 


More food could be bought abroad by 
using money earmarked for other imports. 
This would raise the national diet above 
the danger level and protect the pro- 
ductivity of workers. But at the same 
time it would necessitate reduced pur- 
chases of raw materials needed to keep 
industry producing at present levels. 

Smaller rations would enable Britain 
to maintain overseas expenditures at the 
present rate, which the Cabinet seeks to 
do. However, if workers get less to eat, 
their efficiency is likely to suffer, with 
damaging effects on the export program 
that is Britain's main hope for getting 
dollars. 

Liquidation of overseas investments 
could provide funds for enough food to 
keep the workers’ diet where it is now. 
However, the income from these invest- 
ments helps finance imports. 

@ A Cabinet debate is in progress over 
what course should be taken if a show- 
down cannot be avoided. Charles H. 
Kline, associate editor of World Report, 
cables from London that Food Minister 
John Strachey and Health Minister 


FOOD MINISTER STRACHEY 
He tells of the bare cupboard 





Aneurin Bevan head a group that favors 
a further liquidation of investments to 
maintain food imports until the Marshall 
Plan materializes. 

On the spot in the conflict, Kline re- 
ports, is Sir Stafford Cripps. 

“As Chancellor of the Exchequer,” 
Kline points out, “Cripps is anxious to 
get Britain’s trade back into balance. He 
also wants to maintain the much-needed 
income from Britain’s depleted invest- 
ments overseas. On the other hand, as the 
economic czar of Britain’s recovery effort, 
Cripps must get the workers to produce 
more, and they cannot do it without 
sufficient food.” : 

What decision the Cabinet will make is 

still conjectural. Some believe it will 
decide, reluctantly, to sell off more in- 
vestments. However, there are British 
economists who predict that Cripps will 
prevail on his colleagues to risk further 
food cuts, pending aid under the Marshall 
Plan. 
@ Other difficulties surround the food 
problem. There is a big question as to 
where Britain can obtain quickly the sup- 
plies needed, and at prices the country 
can afford. 

A British mission is in Moscow trying 
to make a deal for a million tons of 
grain. This is a resumption of the nego- 
tiations broken off last July. Some ob- 
servers are not optimistic about the 
Moscow talks. With Soviet policy dedi- 
cated to retarding the economic recovery 
of Western Europe, it is questionable 
whether the Russians would do anything 
that might benefit Britain. And if they do 
sell anything to Britain, they are expected 
to drive a hard bargain. 

The British are up against another 
hard bargainer in Argentina, which could 
provide both grain and meat. Negotia- 
tions are in progress in Buenos Aires, but 
there are no hints yet as to their trend. 

Handiest source of ready food at the 

moment appears to be Denmark, long a 
supplier of dairy products to Britain. 
Dispatches from Copenhagen report that 
vast quantities of cheese, eggs, bacon 
and other products are piling up for ex- 
port. However, the British say the 
prices are too high. 
@ Final uncertainty in the food outlook 
for Britain is the possibility that the U. S. 
Congress might delay or curtail the 
Marshall Plan. Official concern on this 
score is so acute in London that Cripps 
may fly to Washington to appear before 
Congress in behalf of the European Re- 
covery Program. 

Meanwhile, however, the crisis is 
pressing, and Britain must improvise 
some remedy to carry it through the next 
three months, at least. 
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SOVIETS’ URGENT NEEDS: 
FUEL, FOOD, PRODUCTION 


Reported from MOSCOW and WASHINGTON 





Russia’s recovery is faltering. 

The Russians can spare very 
few goods for other countries to 
offset the U.S. supplies prom- 
ised by the Marshall Plan. 

A major blunder in Soviet 


planning is partly to blame. 
-o9 Oo *O 


Russia’s own urgent needs are an 
important factor in the Communists’ 
efforts to wreck the Marshall Plan in 
Western Europe. Politically, the 
Kremlin cannot afford to let the West- 
ern world outpace Russia too far in re- 
covery. 

@ Soviet propaganda now tells of a 
bountiful harvest and humming indus- 
tries. An end of food rationing is being 
forecast. Emphasis is all on the farms 
and factories that are surpassing their 
quotas. 

@ The realities are somewhat different. 
Russian recovery is moving ahead. But it 
is slow and uneven. The chart on the 
opposite page shows how far the Soviet 
Union has to go. 

Industrial output is only about 77 per 
cent of the prewar level. 

Food production still is far short of 
real needs. 

@ Bottlenecks at many points in the 
Soviet economy are holding back the 
nation’s entire recovery effort. They show 


up in official statistics and in press re- 
ports from Moscow. 

Transportation is one of the worst 
troubles at present. It has fallen short of 
the goal set for 1947 by the Five-Year 
Plan. 

Russias railways now are carrying 
about one fourth less freight than they 
did before the war. | 

Main railway lines in Western Russia 
will not be fully restored until next year. 

War losses of rolling stock were heavy. 
But production of freight cars is only 
three fourths of the 1937 level. ! 

Truck output lags far behind needs. 

River shipping is receiving more at- 
tention, but wartime losses still have to 
be made up. 

Food still is a problem, despite larger 
crops this year than last. The grain crop 
for 1947 is estimated at about 73 million 
tons. But that still is 21 per cent below 
the prewar average on the same area. It 
is not nearly enough to allow the Rus- 
sians as much to eat as they had before 
the war. 

The Soviet Union probably will export 
some grain in 1948. But it will not be 
from “surplus.” It will come out of the 
Russians’ own food supply. 

Russia probably will not solve its food 
problems for several years. Acute short- 
ages of farm equipment and horses make 
it hard to increase production fast enough 
to overtake rapid growth in population. 

Steel production in the Soviet Union 
is lagging behind planned goods. Lack 
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OUTPUT ISN’T ENOUGH: 


of steel puts a brake on other industries 
all along the line. 

This year’s estimated output of steel is 
one fourth less than prewar. It is esti- 
mated that the Russians have only about 
half as much steel for armaments and 
industry as in 1937. 

A vast program of expansion will ease 
the Russian steel shortage in future years. 
For the present, however, the program 
itself is taking large quantities of steel 
for the building of new blast furnaces 
and mills. 

Even with good progress, the Russians 
cannot offer their neighbors any help in 
the way of industrial equipment during 
the lifetime of the Marshall Plan. 

Oil output is coming back slowly. The 
Baku field, Russia’s major producer, is 
running into trouble. There are serious 
shortages of pipe and of drilling machin- 
ery. Imports of such equipment from 
America have not been adequate to meet 
the need. Now the U.S. has stopped 
shipping these things to Russia. (See 
page 10.) 
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Soviet Production: Progress and Goal 
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A lagging tractor assembly line is one item in an over-all picture of slow and uneven 


Lack of housing is a drag on the effi- 
ciency of Russian labor. Many workers 
have to spend from two to four hours a 
day getting to work and back, because 
they can’t find homes close to their jobs. 

The Soviet Government built housing 
for only 300,000 people in the first half 
of this year. Population is increasing at 
five times that rate. 

@ Consumer goods still are painfully 
scarce in Russia. 

Textiles are in short supply. Russia’s 
mills are producing only two thirds as 
much cotton cloth per person as in 1937, 
and three fourths as much woolen goods. 
Even in 1937, supplies were inadequate, 
and now a bigger share goes to the Army. 

Shoes were produced this year at a 
rate that would provide one pair only for 
every other Soviet citizen. Ten years 
ago, enough were manufactured to give 
one pair to each person in Russia. 

Household articles are scarce and ex- 
pensive. The small quantities provided 
by the Government are sold at prices 
most Russians can’t afford. 





@ Only bright spots in the Soviet econ- 
omy are coal and electric power. Pro- 
duction of both is above prewar levels. 

Coal mining was expanded during the 
war. New mines in the Urals and Si- 
beria helped make up for the loss of 
those wrecked by the Germans in the 
Donbas. From now on, the eastern mines 
are to supply a much larger share of 
Russia’s coal. 

Most of the Donbas mines now are 
back in operation, but their output is one 
third less than before the war. 

Electric power has recovered rapidly 
in the last year, as the chart shows. If the 
present rate of increase can be main- 
tained, the goal set by the Five-Year 
Plan for 1950 will be reached. 

Power plants are being built in the 
eastern parts of the Soviet Union. Plants 
in the devastated areas are being re- 
stored with equipment taken from occu- 
pied countries. 

Demand for electric power in Russia 
is much larger than before the war. The 
chemical and aluminum industries, both 
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being expanded, are heavy users. Atomic 
energy projects are likely to bite deeply 
into the power supply. 
@ Poor planning is partly to blame for 
the faltering pace of Russia's recovery. 
Soviet leaders believed capitalism would 
collapse soon after the end of the war. 
They reasoned that capitalist countries, 
to keep their factories going, would make 
large loans to Russia. So the Russians 
held their gold, waited for the collapse. 
But collapse hasn’t come. The chief 
prophet of capitalist catastrophe, the 
economist Varga, now finds himself in 
trouble. He has lost his job as an editor. 
But the damage is already done. The 
urgently needed goods Russia might have 
bought a year or two ago are no longer 
available. They will be used in the 
Marshall Plan instead. 
@ Russia’s battle against the Marshall 
Plan and European recovery will have to 
be fought with political weapons alone. 
Russia, for several years, will have no 
economic weapons comparable to those 


of the United States. 
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WHAT RUSSIA IS BUYING 
FROM THE UNITED STATES 








Reported from WASHINGTON and NEW YORK 


Russia is buying scarce sup- 
plies and equipment in_ the 
United States at the rate of about 
$7 million a month—and paying 
for them in cash. 

The U.S. Congress now is 
aroused over these sales. Some 
members want a ban on all ex- 
ports to the Soviet Union. 

The controversy is over a two- 
way trade between the United 
States and Russia that represents 
about 1 per cent of America’s 
world commerce. 
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@ The Russians are buying ma- 
chinery and vehicles in the United 
States to help fulfill the industrial 
goals of their Five-Year Plan. Almost 
three fourths of all Soviet buying in 
1947 resulted from the shopping for 
such equipment, some of it scarce in- 
side America. 

The things Russia buys in the United 

States—now a subject of much debate 
in Congress—are shown in the accom- 
panying table. Here are the details: 
_ Steel mill products were bought in 
quantity until America put them under 
tight export control in October. Through 
September 1947, the Russians bought 
$13,404,500 worth of steel, including 
such hard-to-get items as tubular prod- 
ucts, wire cable and structural shapes. 
No licenses for steel exports to Russia 
have been granted since October. 

Electrical machinery, mostly free of 
American export restrictions, is actively 
sought by the Russians. In nine months 
of 1947, they bought $14,300,000 worth. 
Key items on the shopping list in this 
category were 150 generators, transmis- 
sion apparatus and motor starters, 43 
electric locomotives and 150 welding sets. 

Power-generating apparatus the Rus- 
sians received included 33 steam locomo- 
tives, 69 Diesel engines, 75 cranes, 22 ex- 
cavators, 153 hoists and winches and 
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other conveying equipment. Much of 
this machinery is of a type sought by 
European countries co-operating in the 
Marshall Plan. Western Europe, how- 
ever, lacks the dollars to pay for its needs. 
The Russians buy with gold from their 
own mines. 

Oil-field and mine equipment, in de- 
mand in the United States and through- 
out the world, has been going to Russia 
in significant quantities. The Soviets 
bought more than $10 million worth in 
the first nine months of this year. The 
only American machinery under export- 
license control are certain machines used 
in atomic processes, fractional horse- 
power machines and special woodwork- 
ing equipment used in making prefabri- 
cated houses. 

Machine-shop equipment is another 
type of American product being pur- 
chased by the Russians. More than 90 
per cent of such sales have been paid for 
in cash. The list includes more than $4 
million worth of lathes, 90 milling ma- 
chines, 54 gear cutters, 164 drillers, 330 
air compressors, and paper and pulp-mill 
equipment worth $829,253. 

_ Agricultural machinery, high on the 
priority lists for Greece and Western Eu- 
rope, also is going to Russia. Shipments 
through September 1947 included 211 
tread-type tractors and 1,354 wheel trac- 
tors. 

Vehicles, generally, are on Russia’s 
shopping list. Soviet buyers purchased 
214 freight cars and seven merchant ves- 
sels in America through September of 
this year. Ten passenger cars and 118 
trucks were sent to Russia in the same 
period. 

Petroleum products Russia bought this 
year totaled $2,803,950 before Washing- 
ton cut off shipments in July. The ship- 
ments were mainly seasonal supplies for 
outposts on Russia’s Siberian coast. 

Foods represent a comparatively minor 
share of shipments to Russia. Through 
September 1947, the Russians bought 
mainly sausage, pork and a canned meat 
called tushonka, packed in the United 
States for Russia under Lend-Lease. The 
total value was $3,700,000. 

Other exports to Russia included small 
shipments of cordage, tobacco, laundry 
soap and private relief supplies. 


"U.S. Goods To Russia 


For nine months of 1947, shipments 





of mon million at anion 
Tobacco > 1,200,000 
Textiles 1,900,000 
Metal products 15,000,000 
Other minerals 3,800,000 
Machinery 74,800,000 — 
Tractors 2,200,000 — 
Motor vehicles 1,100,000 
Merchants vessels 1,200,000 
Freight cars 1,200,000 
Laundry soap 1,200,000 
Miscellaneous 6,400,000 
Total $1 13,700,000 
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@ Russia pays cash now for almost all 
purchases in the U. S. 

Earlier in the year, more than half of 
the goods shipped to the Soviet Union 
went under Lend-Lease or through the 
United Nations Relief and Rehabilitation 
Administration. When these programs 
ended in March, American shipments to 
Russia dropped to half their previous 
total. 

Since July, America has been import- 

ing more goods from Russia than the 
Russians buy from America. 
@ Americans buy from Russia at the 
rate of about $9 million a month. Im- 
ports have been increasing month by 
month. They are now running about $1 
million or $2 million a month ahead of 
exports to Russia. 

Furs are the main import from Russia. 
In the first nine months of this year, pur- 
chases amounted to $48 million. 

Minerals are an important item. Be- 
tween January and September, the 
United States bought manganese ore, 
chrome ore, platinum and other strategic 
metals from Russia worth $14,800,000. 

Other imports are chiefly sausage cas- 

ings, caviar, cotton linters and waste, and 
cut diamonds, 
@ Official policy toward American ex- 
ports to Russia is to continue them, 
wherever they do not conflict with special 
licensing restrictions. 

The Administration is pointing out to 
Congress that a third of the manganese 
ore, half the chrome ore and more than 
half the platinum bought by the U.S. 
this year came from the Soviet Union. 

Some congressmen, however, see a 
conflict between American sales to Rus- 
sia and Russia’s boycott of the Marshall 
Plan. The result is increasing pressure 
in Congress to keep scarce American 
goods out of Soviet hands. 
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WHY BRITAIN DISCARDED 
TAXES ON ADVERTISING 





Reported from LONDON 


Britain's Socialist Government 
has backed away from a pro- 
posed tax on advertising. 

British businessmen have per- 
suaded Sir Stafford Cripps, 
Chancellor of the Exchequer, 
that the new tax would not work. 

Voluntary action by adver- 
tisers, businessmen promise, will 
do a better job of reducing ad- 
vertising expenditures and swell- 
ing Government revenues. 
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Businessmen in Great Britain have 

just won a quick round with their 
Labor Government. Business won't 
have to pay a tax on advertising after 
all. Instead, organized business groups 
have promised to achieve by voluntary 
means what the Government planned 
to accomplish by law. 
@ Argument started in mid-November 
when Hugh Dalton, then Chancellor of 
the Exchequer, announced a series of 
new taxes to be levied against business 
sales and profits. 

Increasing the total tax bill to 40 per 
cent oi net national income was not seri- 
ously objected to. Most of the business 
community agreed that higher taxes were 
necessary to check inflation. 

A tax on advertising, though, was more 

than British businessmen were willing 
to take. Advertising expenditures always 
had been exempt from taxation. They 
were considered a legitimate business 
expense. Businessmen decided to fight 
Dalton’s plan to make half their adver- 
tising expenditures subject to a tax rang- 
ing from 50 to 60 per cent. 
@ Argument speeded up when Sir Staf- 
ford Cripps suddenly succeeded Dalton 
as Chancellor of the Exchequer, inherit- 
ing the responsibility for defending and 
collecting the new taxes. Business leaders 
thought Cripps might be willing to hear 
their arguments. 

Inside story of what happened den 
is reported by Charles Kline, associate 


editor of World Report in London, as 
follows: 

“Isaac James Pitman, Conservative 
member of Parliament and also head of 
a publishing firm, decided there was only 
one way to win over Cripps. That was 
to assure him that he could get more 
revenue from business acting voluntarily 
than from a tax on advertising. 

“Powerful interests in business, in the 
press and in advertising agreed to Pit- 
man’s strategy.” 

Collecting an advertising tax, Pitman 
assured Cripps, would be difficult if not 
impossible. Business would be driven to 
charge advertising costs to nontaxable 
items. Dust jackets on books, prepared 
for advertising purposes, would be 
charged to the cost of producing books. 
Expenditures for job printing, contracted 


as part of a firm’s advertising, might show 


up under “salaries and wages.” In effect, 
the new tax would be an invitation to 
many businesses to “chisel.” 

Result, Pitman argued, would be less 
revenue for the Government. 

Information for consumers would be 
reduced at a time when it was most 
needed. In time of shortages, Britain's 
businessmen told Cripps, advertising lets 
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SIR STAFFORD CRIPPS 


Tossed “‘hot potato’ back to business 


consumers- know when new supplies are 
available, and at what price. The pro- 
posed tax would tend to make that kind 
of advertising prohibitive. 

Critics of the tax pointed out that the 
Government made no provision for differ- 
entiating between “useful” and “waste- 
ful” advertising. As a consequence, the 
new levy could have the effect of dis- 
couraging some of the advertising the 
Government would rather see continued. 

An analysis of all newspapers in Lon- 
don on a recent Sunday showed that the 
highest percentage of advertising space 
went for food and household furnishings. 
Next highest was good-will advertising 
and commercial publicity. The other 
categories, in order, were theater adver- 
tisements; displays for medical, toilet and 
beauty preparations, and advertising by 
the Labor Government. 

Under the tax as proposed by Dalton, 
the British Treasury probably would 
have been up against an almost endless 
task of interpreting what types of ad- 
vertising are useful to the national econ- 
omy and what types are not. Business- 
men argued they could decide more 
quickly themselves. 

Britain’s export drive, though presum- 

ably exempt from the new tax, would 
suffer. Pitman’s argument, indorsed by 
British business generally, was that the 
advertising tax would reduce the incen- 
tive to produce. 
@ Argument ended when Cripps in- 
formed the House of Commons that the 
tax on advertising would not go into 
effect. He accepted the pledge of British 
business, as presented in a letter from 
the Federation of British Industries, to 
work up a voluntary program in lieu of 
the tax. 

First aim of this program will be to 
curtail advertising of goods that cannot 
be supplied to British consumers. A sec- 
ond aim, apparently, is to assure the 
Government that the $40 million in reve- 
nue expected from the advertising tax 
is made good by other taxes. Business- 
men have until April to work up the 
voluntary program. A new budget, with 
revised taxes, is due then. 

“By accepting the businessmen’s offer,” 
Kline cables from London, “Cripps really 
tossed a very hot potato back to business. 
In private conversation, some business- 
men are not so sure they can work out 
among themselves a voluntary scheme 
that will satisfy both business and Gov- 
ernment. As one big advertiser put it, ‘In 
effect, we said we could cut our own 
throats a bit more gently than Cripps 
would. But the voluntary idea calls for 
harmony within the business community 
which is difficult to achieve.’ ’ 
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TREND IN CANADA TO SELF-SUFFICIENCY 





Reported from OTTAWA, WASHINGTON and NEW YORK 


Canada is determined to take 
over a larger share of the United 
States market. 

Under Government planning, 
Canadian industries are to re- 
duce their dependence on U.S. 
manufacturers. Instead, the idea 
is to make their own products 
and sell them competitively in 
America. 

Tariffs may limit the program 
at the outset. But a move to cut 
duties, and perhaps establish a 
free-trade customs .union be- 


tween the two countries, is likely. 
© 00 

Canadian officials are taking action 
to bring the Dominion’s lopsided trade 
with the United States into balance. 
This action may produce important 
changes in the pattern of commerce 
between the two countries. 

The Dominion Government places 
such high importance on closer integra- 
tion of its economy with that of the 
United States that C. D. Howe, Minister 
for Reconstruction, is devoting most of 
his time to it. 





HARVESTING CANADIAN GRAIN 


@ First step in the program was the re- 
cent clamping of controls on many im- 
ports, mainly goods shipped in from the 
United States. 

The controls were applied because 
Canadians were buying several times as 
much goods as they were selling to the 
United States. Sales to overseas countries, 
which formerly enabled Canada to bal- 
ance its payments with the United States, 
were not producing enough dollars. Re- 
sult was that Canada’s holdings of U. S. 
dollars and of gold were draining off so 
fast that emergency action had to be 
taken. 

Next step in the program is to develop 

industries further and to increase sales 
to markets in the United States. 
@ Raw materials are the field in which 
Canada can increase exports to the 
United States easiest. American markets 
want cattle and more metals and minerals 
from the Dominion. And U. S. tariffs are 
low enough to let in large amounts. 

Canada will ship everything possible 
to the United States after meeting home 
requirements and commitments to Brit- 
ain. There is even the possibility that, in 
order to get into the American cattle 
market on a large scale, the Canadians 
will try to modify their meat commit- 
ments to the British. 

@ Manufactured goods play a larger 
part than raw materials in Canada’s plans 
for exports to the United States, however. 
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U.S. wheat farmers would fight a customs union 
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Industrialization in Canada has gone 
ahead fast. Dominion industries now em- 
ploy twice as many workers and rep- 
resent two and a half times as large an 
investment as they did in 1917. And their 
output is large. For example, Canadian 
plants turned out 172,250 motor vehicles 
last year. 

Branches or affiliates of American com- 
panies make up a large share of Canada’s 
industry. A variety of advantages has led 
to the establishment of these branches. 
Lower costs of labor have attracted some. 
Others have been built in order to get 
inside Canada’s tariff and to take advan- 
tage of imperial preference. 

Kinds of goods manufactured by these 
branches range from ink to automobile 
tires, and from chemicals to vacuum 
cleaners and trailers. 

Weak spot in this setup, as Canadians 

see it, is that too many of the branches 
are assembly plants that depend on parts 
shipped in from the United States. Pur- 
chase of parts takes dollars out of the 
country. 
@ A fourfold plan for industries now is 
being pushed by the Canadian Govern- 
ment in Ottawa. Dominion officials be- 
lieve that this plan will strengthen their 
country’s economic position in relation to 
the United States. 

Self-sufficiency is being urged upon 
Canadian industries. Owners are being 
advised to make their parts instead of 
paying dollars for them in the United 
States. Pressure to force the manufac- 
ture of parts in Canada can be applied, 
if necessary, by limiting imports. 

Materials now shipped to the United 
States in raw or semifinished forms would 
be processed into finished goods in Can- 
ada for sale in the American market, un- 
der the Government's plan. A few officials 
and businessmen would go so far as to 
prevent the export of iron ore to the 
United States. They would require that 
the ore be processed and that the iron 
and steel be fabricated in Canada before 
leaving the country. 

Construction of new plants by United 
States companies is being encouraged, 
because the flow of investment capital 
from the United States can relieve the 
dollar shortage. Special attention is 
being given to companies whose prod- 
ucts made in Canada would be sold in 
both countries. 


The present ban on imports of such 
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MINING CANADIAN IRON ORE: United States tariff walls are low 


items as sewing machines, washing ma- 
chines and typewriters may influence 
U.S. manufacturers of these products to 
establish branch plants in Canada. 

American manufacturers are being 

urged to let their Canadian plants supply 
a bigger share of the market. Dominion 
officials hope the time will come when an 
automobile manufacturer, for example, 
will fill some orders in the United States 
or in Latin America with cars from his 
Canadian plant. 
q@ U.S. tariffs are the biggest obstacle 
to the success of this program. Tariff walls 
now keep out automobiles and hundreds 
of other items that Canada would like to 
export regularly to the United States. 
Farm implements are almost the only ma- 
chinery made in Canada that enters the 
United States free of duty. 

A start toward tariff reductions will 
be made January 1, when the Genéva 
agreements will go into effect. At that 
time the United States will reduce 
duties on whisky, fish, cheese, alumi- 
num, nickel and many other items that 
Canada produces. In addition, the 


United States will increase the import 
quotas on live cattle. 

Canadians consider the Geneva agree- 
ments only a start, however. They would 
like to see other tariffs cut or wiped out. 
And the President of the United States 
has authority, under the Reciprocal Trade 
Agreements Act, to make many reduc- 
tions that would benefit Canada. 

«| Customs union between the U. S. and 
Canada is being discussed quietly by 
some businessmen and a few officials in 
the Dominion. The talk is being heard in 
New York and Washington, too. Under 
such a union, each country would open its 
boundaries wide to the goods of the other. 

Argument advanced by advocates of a 
customs union is that such an arrange- 
ment is necessary to establish a sound re- 
lationship between the economies of the 
two countries and to reduce Canada’s de- 
pendence on sales to a weakened Europe. 

Political union is advocated by a few 
Canadians as the easiest way out of their 
trade troubles. 

Opposition to any kind of union with 
the U.S. is widespread in Canada, how- 
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enough to let in large amounts 


ever. Most Canadians fear that union 
would make their country merely the tail 
of the U. S. kite. Ties of blood and loyalty 
to the United Kingdom are still strong. 
@ Exact course Canada will follow in 
the matter of tariffs has not been dis- 
closed. Reaction in the United States, 
particularly in Congress, to the Geneva 
agreements will have a lot to do with 
Canada’s plans for tariff concessions. 

Any wholesale attempt to lower tariffs 
Or any move toward establishing a cus- 
toms union would stir up a fight in the 
United States. Farmers would object 
strenuously to taking the duties off wheat 
and meat. Mill owners would fight re- 
moval of the duties from fine papers. 
Many other industrialists would oppose 
competition from Canada. And resistance 
from organized labor is a_ possibility, 
although both the Congress of Industrial 
Organizations and the American Federa- 
tion of Labor have affiliates in Canada. 

Regardless of future reductions, Ca- 
nadians will push their sales to the United 
States as far as possible under the tariffs 
that will be in effect after January 1. 
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RACE FOR OIL RESOURCES 
AS WORLD DEMAND GROWS 


Reported from LONDON, CAIRO, 
WASHINGTON and NEW YORK 


The most intensive search for 
oil in history is under way, 
reaching into almost every part 
of the world. 

Drilling rigs are boring for 
petroleum in at least 45 coun- 
tries. 

In the few areas where oil 
lands are still untouched, gov- 
ernments and private companies 
are competing for the right to 
exploit new fields. Americans are 
far in the lead in this world-wide 
search for a vital fuel. 


oo 90 


q An international race for scarce pe- 
troleum is turning up new deposits of. 
oil and bringing a vast expansion of 
old fields all around the globe. 

Governments are as active’ in the 
search as private companies. “Wildcat- 
ting” by private operators, however, con- 
tinues to be the most productive way of 
finding oil. Even some government mo- 
nopolies, with absolute control over po- 
tential fields in their countries, are calling 
in commercial drillers—chiefly from the 
United States—to help them find oil. 

Information from oil experts in Lon- 
don, Cairo, New York and Washington, 
shown graphically in the map on these 
pages, provides the details of what is 
happening: 

@ New discoveries of oil are rewarding 
prospectors in six widely separated coun- 
tries. 

In Alaska, the U.S. Navy struck oil 
last summer near Point Barrow, beyond 
the Arctic Circle. Congress has allowed 
the Navy until 1950 to complete explora- 
tions in this area. 

The Chilean Government has brought 
in wells on Tierra del Fuego, the big 
island at the southernmost tip of South 
America. American firms are doing the 
drilling on contract. 
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In Japan, oil has been found in Yama- 
gata Prefecture, on Honshu. As a result, 
Hokkaido is now being surveyed for pe- 
troleum. The U.S. Military Government 
is sponsoring the search to help Japan 
become self-sufficient in oil. 

Minor deposits have been discovered 
in Europe within recent months. Sweden 
discovered some near its southern tip, 
and the Russians claim to have found a 
new oil area in their occupation zone of 
Austria, near older oil properties at Zis- 
tersdorf. 

French interests have brought in wells 
in the desert sands of Morocco. 

@ Government exploration is predomi- 
nant in countries in which oil is national- 
ized. Private companies, however, are 
operating in some of the monopoly areas. 

Mexico’s official company, PEMEX 
controls oil exploration in that country. 
But an American contractor has been 
hired by PEMEX to sink 100 new wells. 
He will be paid partly in Government 
bonds to be retired by income from oil 
discoveries. This concession to private 
cnterprise, the first since oil was na- 
tionalized, has prompted other Ameri- 
can firms to seek a share in Mexico's oil, 
in return for doing development work 
for PEMEX. 

Brazil slowly is exploring its national- 
ized oil lands without outside aid. But a 
law now under consideration would per- 
mit non-Brazilian companies to enter the 
search. U.S. firms are ready to invest 
$200 to $500 million in Brazilian oil if 
the law is adopted. 

Argentina’s oil development is lagging. 
The Buenos Aires Government has taken 
over rights to all new oil lands. As a re- 
sult, non-Argentine companies are doing 
almost no exploration in the country. 
The Government’s Five-Year Plan for 
economic development, however, pro- 
vides for exploitation of oil resources, 
once the required machinery can be ob- 
tained. 

Russia, inside its own borders, is mak- 
ing an intensive search for oil. Explorers 
are working in the Ural Mountains, in 
the Turkmen Republic, in Northem 
Sakhalin, in the Caucasus Mountains, in 
the Baltic republics, and in the vast area 
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between the Volga River and the Urals 
Important new discoveries have been re- 
ported. Under their Five-Year Plan, the 
Russians want to increase oil production 
40 per cent by 1950. American equip- 
ment, supplied under Lend-Lease, is be- 
ing used by some of the search parties. 
The Turkish Government has engaged 
two American firms to conduct extensive 
explorations for oil, but refuses to grant 
outright concessions to any non-Turkish 
companies. 
@ International exploration by compet- 
ing private companies is at the highest 


. pitch in history. Most of the searching is 


being done by nine companies that con. 
trol two thirds of all oil reserves outside 
the United States. Of these firms, six are 
American, two~ are British-Dutch, and 
one is French. 

In Venezuela, the world’s second big- 
gest producer of oil, three major com 
panies are “proving up” more than 
3,600,000 acres of concession land. Un- 
der Venezuelan law, they must explore 
the territory or relinquish their rights to 
it. More than 700 new wells will be sunk 
in Venezuela this year. 

In Canada, local companies as well as 
U.S. firms are taking part in a postwar 
boom in oil operations. Discovery of new 
deposits in the Leduc field, in Southern 
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Alberta, has stimulated a search tor oil 
all over Canada. Prospecting is going on 
in Alberta, Saskatchewan, Southwestern 
Ontario, the Gaspé Peninsula and New 
Brunswick. One large firm is ready to 
spend $50 million in the Leduc area 
alone. 

Even thickly populated Great Britain 
is not exempt. One British firm is drilling 
a test well inside London's city limits. 
Likely areas throughout the British Isles 
are being explored. Another company is 
looking for oil on the coast of Holland. 

The scene of greatest rivalry for oil is 
the Middle East, where British and 
American firms are the main operators, 
with Russia watching from the side lines. 

The Iraq Petroleum Company, in 
which American capital is outweighed 
by a controlling British-Dutch interest, is 
actively exploring its vast concession. 
Tests are being made in Syria, Lebanon, 
Palestine, Trans-Jordan, Iraq and Qatar, 
on the Arabian coast. 

In Egypt’s Western Desert, both Amer- 
ican and British companies have sur- 
veyors at work. 

New wells are being bored in the 
Sheikhdom of Kuwait, on the Arabian 
coast, where British and U. S. oil inter- 
ests are partners. The territory has been 
under concession since 1934 but has been 


actively developed only in the last two 
years. 

The world’s hunger for oil has touched 
off competitive bidding for the right to 
explore uncharted resources in the Ku- 
wait Neutral Zone and in Yemen, on the 
Red Sea. These are among the few oil 
lands in the world not yet assigned for 


development. Several American and 
British firms are interested. The local 


Arab chieftains are holding out for the 
highest bid. 

In the Far East, too, commercial firms 
are searching for oil. Companies repre- 
senting several nationalities, including 
American, are prospecting in Australia 
A prewar concession in Dutch New 
Guinea is being explored again, with 
Hollandia as operational headquarters. 
@ American firms have won exclusive 
rights to search for petroleum in some 
countries. 

An American company is drilling in 
Panama, on both sides of the isthmus 
Ecuador has given a U.S. concern ex- 
ploration rights, although no oil has vet 
been found there. Guatemala is also in 
an American concession area. 

American companies are spreading out 
in Europe. All rights to search for oil in 
Denmark belong to an American con- 
cern. The Italian Government has given 
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one American firm permission to seek oil 
in Sicily and another to search in the 
Po Valley in Northern Italy. Neither is 
in production yet. 

Americans are creating an oil empire 
in Saudi Arabia, where U.S. firms have 
sole rights. Production is now running 
close to 300,000 barrels a day. Explora- 
tion of the concession area, which covers 
450,000 square miles, is being intensified, 
looking toward the day when a pipe line 
to the Mediterranean coast will be in 
operation. Not more than 5 per cent of 
the area has yet been tested scientifically 

Ethiopia also is an American oil do- 

main. Drilling has just begun in the 
southeast part of the country. The Amer- 
ican concessionaire is moving in equip- 
ment and crews. 
@ The leader in the world-wide search 
tor oil is the United States itself, explor- 
ing beneath the surface of its 
territory. 

Unable to keep step with domestic 
demand, American companies are offer- 
ing premium prices for oil to spur new 
drilling. About 34,000 wells will have 
been sunk in the U.S. in 1947. Of these, 
5,500 were exploratory drillings. This is 
many times the number of new wells 
being sunk in all other countries of the 
world combined. 


home 
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—— Dispatch 


HOW AMERICA PLANS TO HELP CHINA 


Reported from NANKING, TOKYO and WASHINGTON 


America is going to increase 
its military aid to Chiang Kai- 
shek’s China. Economic assist- 
ance will take second place. 

Under a three-year program 
now starting, 20 new Chinese 
divisions are to be trained, and 
possibly equipped, by the United 
States. This force will be the 
core of a streamlined army. 

Economic assistance of about 
$20 million a month for the next 
year and a half is being con- 
sidered. This sum, however, will 
not be large enough to check 


China’s runaway inflation. 
o 0 °O 


@ American policy for China is being 
revised in an effort to prevent the 
country from falling under Com- 
munist domination. Already the Com- 
munists hold 93 per cent of Manchuria 
and 70 per cent of North China. As a 
result, the emphasis in U.S. aid will 
be placed on the Nationalist armies. 

The American military mission in 
China, now composed of 1,000 officers, 
is being enlarged. For the first time in 
nearly two years, Americans again are 
training Chinese combat divisions. 

The goal of the American program is to 
train 20 divisions for the Nationalist 
Army. It will require at least three years 
to complete the program. But military 
leaders believe that with this new Army 
Chiang will be able to check the Com- 
munists before they occupy all China. 

Reports from Nanking say that some 
American officers already have moved to 
Formosa, where the new Chinese Infan- 
try Training Center is being established 
in Japanese-built installations. 

American volunteers also are being 
sought from the U.S. occupation forces 
in Japan to serve as instructors at the 
Formosa center, says Joseph Fromm, staft 
correspondent for World Report, in a dis- 
patch from Tokyo. 

A tentative agreement between Wash- 
ington and Nanking provides that the 
American-trained troops will not go into 
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action until fully trained. Then they will 
be sent to the front only as complete divi- 
sions. When the Chinese units are ready 
for combat, they probably will be 
equipped with American arms and sup- 
plies from U.S. surplus stocks. 

@ Military supplies are going to be more 
difficult for America to provide for 
Chiang. 

Most American advocates of immediate 
military aid for Chiang ask why China 
isn't being given some of the U.S. sur- 
plus stocks on nearby Pacific islands. The 
reason is that most of these war materials 
have been picked over. What is left 
would be of little use to Nanking’s armies. 

Small arms ammunition, Chiang’s 
major military need, is not available in 
the Pacific in large quantities. It is so 
scarce that the Philippine Government is 
finding it difficult to get sufficient ammu- 
nition for its own military forces. 

The bulk of the surplus ammunition in 
American dumps on Pacific islands repre- 
sents heavy aircraft bombs, which the 
Chinese do not want, and artillery shells 
that do not fit Chinese guns. 

If America is going to arm and equip 
20 new Chinese divisions—already it has 
supplied Chiang enough to outfit 39 divi- 
sions—U. S. surplus stocks in the Pacific 
are inadequate. 

@ Economic help China stands to re- 
ceive from the U.S. next year will be of 
a less positive nature than the military aid. 
The proposed expenditure of $360 mil- 
lion in the next 18 months will represent 
little more than a gesture. Furthermore, 
the U.S. Congress is to demand close 
supervision over the aid money. 

The State Department is promising 
Congress a China aid program by the 
first of the year. Thus far, the program 
is not beyond the rough draft stage. Its 
preparation is posing a dilemma for Gov- 
ernment economists. 

Projects that would require a larger 
amount of labor, paid by the Nanking 
Government, might aggravate the coun- 
try’s already critical inflation. Projects 
near the fighting zone, such as harbor im- 
provements in North China, are risky be- 
cause they might fall into the hands of 
the Communists. | 

Projects in Southern China have more 
chance of American approval. One reason 
is that former Premier T. V. Soong, a 
brother-in-law of Chiang, now is Gov- 
ernor of Kwantung, key Southern prov- 


ince. He is improving conditions there to 
a point where Chinese capital is begin- 
ning to return to Canton from the nearby 
British Crown Colony, Hong Kong. 

@ The American program of economic 
aid for Nanking, as it now is beginning to 
take shape, will include the following 
projects: 

Raw cotton will be supplied to replen- 
ish the nearly exhausted stocks of China’s 
cotton mills. The mills are down to 30 
days’ supply. If they are forced to shut 
down, widespread unemployment will 
follow. 

The objective of the Communists’ re- 
cent offensive in Central China was to 
prevent the cotton crop from getting to 
market. In capturing Shihkiachwang, a 
strategic rail center in Hupeh Province, 
the Communists seized large stocks of 
raw cotton and prevented even larger 
amounts from being shipped to the textile 
centers. 

Fuel oil is another acute need of Na- 
tionalist China. The Communists have 
cut off most of Chiang’s coal supply, and 
the power systems of Shanghai and other 
manufacturing centers are being forced 
to burn oil, which must be imported. 

Railway rehabilitation has the backing 
of Secretary of State George C. Marshall, 
providing it includes lines that are well 
outside of the war zone and would be 
used to increase the flow of raw materials 
from the interior. 

Industrial development, on a limited 
scale, is expected to be included in the 
program of American aid. The U.S. is 
especially interested in seeing China 
manufacture its own artificial fertilizer. 

@ Additional credits are to be sought by 
Nanking from private and _ semiofficial 
sources in the United States, but approval 
is doubtful. China has several loan ap- 
plications before the U.S. Export-Import 
Bank. Approval of the requests appears 
to hinge on Nanking’s ability to repay a 
cotton loan of $30 million, which falls 
due with the Bank next year. 

@ The new American policy for China 
of limited financial and increased military 
aid is not considered in Washington as a 
sure-fire program to defeat the Commu- 
nists or cure inflation. It is viewed in- 
stead as a delaying action, which the 
United States hopes will serve to check 
the rapid spread of Communist influence 
there until a more positive program can 
be worked out. 

































U.S.S.R. 






Chungking ° HEI BY 
CHINESE COMMUNISTS 
AUGUST 1945 












Canton ° 
- FORMOSA 
alee Celare 














FRENCH 
INDO-CHINA 


a“ 


x. 


Copyright, 1947, by World Report 









ge 








Say 


CHINA 


& 
Hankow ° 






Chungking ° HFID) BY 
CHINESE COMMUNISTS 
DECEMBER 194) 










Canton ° 
; FORMOSA 
Hong Kong 


. y > os 
.$ . 
rag < 
: . is es yrs 
ee: 
- yA , 








Copyright, 1947, by World Report 


DECEMBER 16, 1947 * 17 











NORD 


——— Dispatch 











Reg. U.S. Pat. Off. 





Reported 


American aid to Europe this 
winter will be thoroughly publi- 
cized and supervised in the re- 
ceiving countries. 

The U.S. Congress is deter- 
mined to prevent any repetition 
of the wartime situation, when 
the American origin of donations 
was frequently concealed or mis- 
represented. 

Precautions also are being tak- 
en to insure that no part of the 
forthcoming shipments is divert- 
ed to the black market. 


oo Oo 


@ Congress is attaching some stout 
strings to the emergency aid being ex- 
tended to France, Italy and Austria 
for the first three months of 1948. 

Representatives of the United States 
Government are to exert close super- 
vision over the handling of relief sup- 
plies, from dockside overseas to the 
ultimate consumers. 

The governments receiving aid will 
be required to inform their citizens by 
press, radio and other means that America 
is furnishing the supplies without charge 
so that the people may not go cold and 
hungry. 


Although the United States will not 
be paid for most of the food, fuel and 
other necessities sent to the three coun- 
tries, the receiving governments will be 
permitted to sell the supplies to their 
citizens. The money realized from the 
sales, however, must be deposited in 
special accounts and cannot be spent 
without American approval. 

Supplies are to be sold in this way 
because the people, except for indigents, 
can afford to pay—in their own national 
currencies. But those currencies—francs, 
lire and schillings—have no purchasing 
power in the United States, where things 
must be paid for in dollars. Lacking dol- 
lars, the governments of France, Italy and 
Austria were forced to ask the United 
States to make the necessary supplies 
available without cost to them. 

@ Food and fuel account for more than 

80 per cent of the interim aid to Europe. 
Most of the remainder will be made up 
of fertilizers, seed, pesticides, cotton and 
medicines. 

The movement of two key commodi- 

ties illustrates how supplies are to be 
obtained in America, transported over- 
seas, and distributed: 
@ A wheat cargo going to France, for 
example, would begin its journey from 
the terminal elevators in a grain center 
such as Kansas City. 

Purchase of the grain is the responsibil- 
ity of U.S. Government agencies, acting 
at the direction of the State Department. 
All buying is in the open market. The 
broker who sells the wheat contracts to 
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STRINGS ON SUPPLIES FOR WEST EUROPE 


from WASHINGTON, PARIS and ROME 


deliver it at a designated seaport. He 
receives a No. 1 priority for shipment by 
rail. | 

Shipment by sea might be in a U. S. 
vessel or one of another flag. Privately 
owned U.S. merchantmen are expected 
to carry the larger part of the cargoes. 
Little is to go in transports normally 
serving the Army or Navy. Shipping 
charges, including expense of loading and 
unloading, will be paid by the United 
States. 

Supervision begins at the French port 
when the cargo is landed. The French 
Government will be required to provide 
officials to manage the unloading, but 
representatives of the U.S. Foreign Re- 
lief Service, an agency of the State De- 
partment, will supervise the work. 

Distribution will be handled by an 
agency of the French Government, with 
representatives of the United States 
checking the process at every stage. 

The larger part of relief wheat will go 
overseas in the form of flour. Thus, it 
can be routed immediately to bakers, 
through regional depots and the commu- 
nities dependent on them. Some of the 
grain will arrive unprocessed, however, 
and the French mills that grind it will 
have to be checked to prevent diversion. 

Labeling or other identification of U. S. 
wheat supplies is mandatory. Some of 
this, such as marking sacks of flour, can 
be done in America before shipping. 
Europeans probably will be requested to 
put signs on trains and trucks transport- 
ing the wheat and its products, placards 
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GOVERNMENT BUYING 
will be in the open market. 
Wheat will start its journey 
from the Midwest. A No. 


1 railroad priority will 
speed its journey to port 








SHIPMENT across the At- 
lantic is expected to be 
mainly in U.S. merchant 
vessels. Shipping costs will 
be paid out of emer- 
gency aid appropriations 


HOW AID WILL FLOW TO EUROPEANS 





SUPERVISION by 

sentatives of the U.S. will 
begin when the ships are 
unloaded. The _ receiving 
government will be re- 
sponsible for distribution 
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in the shops selling them, and perhaps 
printed notices in ration books. All will 
announce the fact that the food comes 
from America. 

Prices for the wheat products will be 
set by the French Government, in con- 
sultation with American representatives. 
They must be fixed low enough to permit 
the average consumer to buy all he is 
entitled to under the rationing system. 
Indigents will receive their ration free. 

The bread ration in France is 200 
grams per person a day, as compared 
with the unrationed 600 grams con- 
sumed before the war. The 200-gram 
ration is the equivalent of a little less 
than half a pound of bread. 

Proceeds of sales will be deposited in 
the French Treasury. But when the sup- 
plies arrive, the Treasury first must put 
into a special fund an amount of French 
currency equal to the value of the ship- 
ment. Hence the sales reimburse the 
Treasury for its initial outlay. 

French money in the special fund can 
be spent only with approval of the United 
States. Some will go to cover administra- 
tive expenses of the United States in 
France, some to defray the cost of free 
supplies for the indigent, and some for 
work relief. It also is proposed that the 
fund be used to finance a publicity cam- 
paign dramatizing the help being given 
by America. 

How the remainder of the fund will be 
used has not yet been determined. Indi- 
cations are that it may be devoted to 
projects most likely to bolster France's 
productive powers. 

@ Coal shipments are to be handled in 
much the same way. Supervision, pricing, 
and special fund all are similar. There 
are some differences, however, as a theo- 
retical coal shipment to Italy will show: 

Procurement of the coal in America is 
to remain in the hands of Italians. Like 
France, Italy has in the United States a 
coal mission that was buying in the open 
market until it ran out of dollars. The 
mission will continue to operate, but its 
purchase contracts must have approval of 


the State Department. The United States 
then will authorize payment, by the 
Treasury, to the supplier. 

Contracts cover arrangements for get- 
ting the coal to ships. No railroad priori- 
ties are given to coal, but the Italian mis- 
sion has had no difficulty in moving its 
purchases. 

Allocation of coal after its arrival in 
Italy is complex because fuel is in de- 
mand for homes, for industry and for 
public utilities. 

Shipments are to be divided according 
to plans prepared by the Italian Govern- 
ment and approved by the United States. 
Some coal will go to the small consumer, 
but most will be earmarked for industrial 
purposes and utilities. 

“Labeling” of coal, to conform with 
provisions of the relief bill, will not be as 
impractical as experts had expected. The 
Italians have shown considerable inge- 
nuity in preparing to meet this commit- 
ment. 

For example, Italians’ gas bills—and 
users of gas number some 1,400,000— 
will carry this notice: 

“The gas which you are using is pro- 
duced from coal donated by the United 
States to Italy. The coal is sold and the 
proceeds are expended for Italian aid.” 

Newsreel coverage of the arrival of 
coal ships, frequent official acknowledge- 
ment of the aid received, and press and 
radio publicity are other methods to be 
employed. 

Publicizing the U. S. contribution after 
the coal has been absorbed by industry 


is more difficult. This is especially true 
when the coal becomes mixed with sup- 
plies Italy obtains from other sources. 
One suggestion is to use posters to inform 
workers that American coal is helping to 
keep their plant operating. 

@ Progress of the 90-day program of 
stopgap relief is to be followed with 
closest attention by the U.S. Congress. 
The relief bill specifically provides that 
congressmen are to be allowed to check 
up on the operation of the program on 
the spot at any time. The legislators’ at- 
titude toward future appropriations for 
Europe depends, to a large extent, on 
how efficiently this short-term undertak- 
ing is handled. 

Two features of the program are at- 
tracting attention in Washington now. 

The first is the operation of the special 
fund of local currencies that each nation 
will establish to equal the local value of 
the goods received. This is designed to 
keep the supplies from being a windfall 
to the nation’s treasury, for windfalls 
don't encourage a government to try to 
put its financial house in order. 

The second is the proposed publicity 
to be financed from the special funds. 
Congress wants to gauge the effectiveness 
of these campaigns in countering Com- 
munist propaganda. 

The ideas of special funds and exten- 
sive publicity already are in the prelim- 
inary blueprints for the Marshall Plan, 
hence the attention being focused on 
their performance in a trial run provided 
by the program of emergency aid. 
























& 





ef C= 





SALES will be through reg- 
ular dealers. Packages and 
placards will carry the 
“U.S.” label. Proceeds will 
go into a fund to be spent 
only with U.S. approval 


RECOVERY will be a major 
aim. European currencies 
obtained by the sale of U.S. 
supplies may be used to 
finance restoration of Eu- 
rope’s industrial machine 


PUBLICITY and administra- 
tion costs of the U.S. also 
will be paid out of the spe- 
cial fund. Proposal is to 
dramatize U.S. help in the 
press, films and _ radio 


WORK RELIEF also may be 
financed. In this way, as 


oe 
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well as by providing free 
supplies for the indigent, 
the fund will feed those 
without means to buy food 


INDIGENTS will receive the 
regular bread ration free. 
All others will pay for it in 
their own national cur- 
rency, at prices the aver- 
age consumer can afford 
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Report on Britain 


SCOPE OF SOCIAL SECURITY IN ENGLAND 


The last of five new laws on 
social security in Britain is in 
the final stages of parliamentary 
action. This national assistance 
bill provides Britain with a com- 
pletely new system of public re- 
lief. It repeals the ancient Poor 
Law, hated for centuries by 
British workmen because it 
prompted authorities to treat 
poverty as a crime. 

World Report presents here 
an analysis of Britain’s new so- 
cial services. They have the an- 
nounced purpose of providing 
security “from the cradle to the 


grave.” 
o oc °9O 


 prwore uew system of social se- 
curity gives every citizen the 
right to a minimum income, come 
what may. Its purpose is to protect 
the individual against the loss or in- 
terruption of his earning power 
rather than merely to aid him after 
he becomes destitute. Mainly by in- 
surance, it spreads the risks of mod- 
ern living over the entire population. 
This provides an income floor in the 
event of unemployment, sickness, old 
age, maternity, widowhood and in- 
dustrial injury. 

Most bénefits, just as with private 
insurance, are to be paid as a matter 
of right, regardless of the individual's 
other means. As a result, the stigma 
of charity is removed. Parts of the pro- 
gram already are in operation. The re- 
mainder will come into being by nexi 
July. 

The first year of the full program will 
cost more than $2 billion, almost a 50 
per cent increase over previous pay- 
ments for social security. By 1978, 
benefits are expected to total about $3 
billion a year. 

Compulsory contributions to the in- 
surance fund by wage earners, employ- 
ers and the self-employed will defray 


three quarters of the cost next year. 
But by 1978, more than half the bene- 
fits will be financed by Government 
contributions out of general revenue. 

Supplementing the broad program of 
social insurance are programs that pro- 
vide publicly financed medical service 
for everyone in Britain and allowances 
of $1 a week for all British children, 
except the first in a family. 

The national assistance bill, now 
moving through Parliament, completes 
the social security structure. It provides 
direct relief for poverty-stricken Britons 
whose needs are not adequately met 
by the other plans. It will aid about 
500,000 at present—unemployables, or- 
phans, the aged infirm, tuberculosis vic- 
tims and others who are _ physically 
handicapped. 

The new laws culminated 50 years 
of social legislation. Their approach 
contrasts sharply with that before the 
20th century. Then the Poor Law, fre- 
quently cruel and sometimes brutal in 
its operations, was the sole source of 
aid for the needy. 

The Poor Relief Act was created by 
Queen Elizabeth in 1601. Its spirit was 
similar to that of a law enacted in Scot- 
land 22 years previously, entitled, “For 
Punishment of the Strong and Idle 
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~British Combine 


LORD BEVERIDGE 
His report asked for more 


Beggars and Relief of the Poor and 
Impotent.” 

Administration was solely by local 
authorities, and finances came only 
from the “rates,” or local taxes. In some 
communities, treatment of the poor at 
times was generous, by the standards 
of those days. But in 1834, the law was 
revised drastically to emphasize its 
punitive features, rather than its chari- 
table ones. 


Earlier Reforms 


Under the principle of “less eligi- 
bility,” those on relief were reduced 
to living levels below the lowest in the 
community. Widows often were given 
as little as 20 cents a week for their 
children and nothing for themselves. 
Out-relief was halted for the able- 
bodied unemployed, who were forced 
to enter workhouses. 

In the workhouses, wives frequently 
were separated from their husbands. 
The men got brutal and uneconomic 
tasks, such as stone breaking. When 
protests, such as in Charles Dickens’ 
novel “Oliver Twist,” forced some re- 
form, the unemployed often were left 
to twiddle their thumbs in the work- 
houses in idleness, unable to seek new 
employment. 

Large “mixed” institutions, many of 
which still exist, came into being. Here, 
in bare and bleak surroundings, super- 
vised often by sadistic overseers, chil- 
dren began and old people ended their 
lives. A hodgepodge of humanity's dregs 
was included. 

Increasing unemployment, with 
which the workhouses could not cope, 
eventually forced a partial return to 
out-relief for the able-bodied through 
the dole. But no other form of public 
assistance existed until the 20th cen- 
tury, when various forms of social in- 
surance, copied in part from Bismarck’s 
Germany, were introduced in Britain. 

Gradually, provision was made for 
unemployment, sickness, old-age and 
widows’ benefits. A national system of 
social security took shape, supported 
in part by the taxing power of the 
national Government. 

This system antedated social security 
in the United States by a generation. 
It was more extensive 20 years ago in 
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Britain than are similar measures in 
America even today. But to British 
workmen, who were beginning to make 
their will felt through the Labor Party, 
it seemed completely inadequate. 

Payments were small and often insuf- 
ficient for subsistence. Large sections 
of the population were not covered by 
social insurance. Unemployment bene- 
fits were limited to brief periods. The 
depressions of the 1920s and ’30s forced 
millions of unemployed on local doles 
under the Poor Law, with its humiliat- 
ing “means’ test. 

Under the Poor Law, only the desti- 
tute were entitled to public assistance, 
and then only if relatives were unable 
to help. The “means” test forced the 
needy to prove that neither they nor 
their immediate relatives had means of 
support. The unemployed in many cases 
were forced to sell their homes, per- 
sonal possessions, even their furniture. 
before they could qualify for relief. 

Now the word “destitute” appears 
nowhere in Britain’s new social legis- 
lation, which was charted in 1942 by 
Sir William Beveridge. One reason is 


* that several Laborites now members of 


Parliament were themselves relief re- 
cipients in the ’20s and ’30s. 

The new legislation will repeal the 
Poor Law. Insurance benefits of in- 
creased liberality, covering almost every 
Briton, are to be paid as a matter of 
right. Compensations will be made, re- 
gardless of means, in the event of unem- 
ployment, sickness, maternity, old age, 
widowhood and industrial injury. The 
same principle applies to children’s al- 
lowances, free medical services and 
funeral grants. 


Increase in Benefits 


Compulsory contributions to the in- 
surance fund, largely through pay-roll 
deductions, automatically blanket under 
the plan’s protection all wage earn- 
ers, employers and the self-employed. 
Housewives, children and the aged are 
exempt from paying contributions. The 
nonemployed can gain protection by 
voluntary payments into the fund. 

Pay-roll deductions for wage earn- 
ers, which cover all benefits, are about 
91 cents a week. For each of his em- 
ployes, the employer pays 77 cents a 
week. Self-employed persons pay $1.15 
a week, and nonemployed persons can 
get coverage by paying 93 cents a week. 

Benefits, translated into dollars, are 





~Culver Service 


CHARLES DICKENS 


The workhouses he wrote of are.going 


low by American standards. But they 
are much higher than ever before in 
Britain, and they cover more risks and 
more people. Moreover, prices, wages 
and living standards are much lower in 
Britain than in the United States. For 
example, benefits for a married couple 
with two children are only $13.50 a 
week for unemployment, sickness or 
retirement. But this is equal to 58° per 
cent of a coal miner’s minimum guar- 
anteed wage. 

Prospective mothers receive three dif- 
ferent maternity allowances and grants, 
which total $149. A death grant of $80 
is paid to cover funeral expenses. 

To claim benefits, the individual 
ordinarily must have a specified con- 
tribution record. Fifty contributions 
normally are required to establish the 
right to unemployment benefits. Bene- 
fits then can be drawn for 30 weeks. 
After exausting his right to benefits, 
the individual can requalify when he 
has paid 13 more contributions. 

This provision is less liberal than that 
recommended by the Beveridge Report, 
which proposed indefinite benefits for 
unemployment. There was a fear that 
the insurance fund, as in 1920, might 
-ecome insolvent in the event of a 
major economic crisis. Beveridge’s pro- 
posal will be considered again after a 
five-year trial of the present scheme. 

Meanwhile, special authority has 
been given to the Minister of National 


Insurance to draw on Treasury funds 
to continue unemployment payments to 
worthy individuals who exhaust their 
benefit rights before regaining employ- 
ment. Local tribunals will judge when 
this is to be done. They will not: use 
a “means” test, but will decide solelv 
on the availability of work and the will- 
ingness of the individual to take it. 

Persons now incapable of work—the 
aged who do not qualify for pensions. 
the handicapped and others not cov- 
ered by the insurance scheme immedi- 
ately—are to be aided by direct reliet 
when they are in need. Under the na- 
tional assistance bill, which replaces the 
Poor Law, the national Government 
will provide monetary aid. Local au- 
thorities will be responsible mainly for 
welfare services. 

This is the only place in Britain’s new 
social security structure where proof 
of need will be required. But a vastly 
liberalized “means” test will be used. 
Only the resources of a man and his 
wife will be taken into account. The 
finances of other relatives will be dis- 
regarded. 

War savings up to $1,500 also will 
be disregarded, as will owner-occupied 
homes, furnishings and other personal 
possessions. Other savings and capital 
holdings up to $200 will not be counted 
either. Savings between $200 and 
$1,600 will bring a reduction of the 
relief allowance by 10 cents weekly 
for each complete $100. Assistance will 
be precluded generally only where capi- 
tal holdings exceed $1,600. 


“Hope of the Era.. .”” 


Liquidation of the workhouses and 
other mixed institutions of Poor Law 
days is the final reform to be carried 
through by Britain’s new social legis- 
lation. Specialized services will take 
over care of the sick, the mental cases, 
orphans and vagrants. Some 40,000 
aged and infirm are to be transferred 
to hostels or small residential hotels. 

“The hope of the era now opening 
before the British,” says the Times of 
London, “is that these new policies. . . 
may combine to arouse in every citizen 
such an assurance of communal soli- 
darity in the meeting of his basic needs 
. . . that all the latent vigor, ambition 
and initiative too often stifled in the 
past by frustration and insecurity will 
be unleashed in an outburst of con- 
structive enterprise.” 
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ROME 


Standard Oil Co. (N. J.) is negotiating with the Italian Gov- 
ernment on plans to increase the production and refining of 
oil in Italy. Standard has received permission to organize a 
new company with ANIC (Azienda Nazionale Idrogenazione 
Combustibili) a Government-controlled firm. The new com- 
pany will modernize ANIC installations, including hydrogena- 
tion plants in Bari and Leghorn. Standard has agreed to put 
up half the capital of the new company in dollars and to pro- 
vide it two million tons of crude oil a year. 

Standard also has signed an agreement with the Govern- 
ment-controlled GIP (Azienda Generale Italiana Petroli) to 
prospect for oil on the Paduan Plain in Northern Italy. Test 
drillings already are in progress near Piacenza and Cremona, 
in the Po Valley, where geologists believe oil may be found. 

© 0 O 
BERLIN 

Coca-Cola, Pepsi-Cola and American Express are among 
the few firms now doing business in Germany on a dollar 
basis. All are licensed by the U.S. Army and serve American 
occupation forces and civilian personnel. Coca-Cola was sold 
in Germany before the war, but arrangements have not yet 
been made for placing it on sale again to Germans. American 
Express provides travel and limited banking services—carry- 
ing deposit accounts, cashing checks and handling cabled 
funds. It is the only banking service available to Americans 
living in Germany. 

© 0 0 
NEW YORK 

First shipments of airport equipment to Turkey from West- 
inghouse Electric International Co., are being made now. The 
shipments represent a start on the company’s share of a $15 
million program for construction of 10 civil airports in Turkey. 
The program is based on an Export-Import Bank credit. Air- 
ports at Ankara, Istanbul and Adana are designed for interna- 
tional traffic. The other seven fields will provide “feeder lines” 
inside Turkey. Equipment being supplied by Westinghouse in- 
cludes high-intensity runway lighting, instrument-landing sys- 
tems, radio-navigation aids, radioteletype interairport com- 
munication, terminal buildings and hangars. 

oo °O 
SYDNEY 

Two Dominion air lines have decided to change from Brit- 
ish to American planes and another is considering such action. 
Qantas Empire Airways (Australia) and South African Air- 
ways will abandon British flying boats in favor of American 
landplanes. Tasman Empire Airways (New Zealand) is con- 
sidering a similar move. The British Government's decision 
not to spend more dollars on American planes has forced 
British Overseas Airways (BOAC) to maintain its long- 
distance services with British planes, which are considered 
uneconomical. The change to American landplanes by Qantas 
and South African Airways will mean that BOAC also must 
meet the whole cost of operating marine bases on Empire 
routes, 

° 00 
NEW YORK 

Standard-Vacuum Oil Co.’s refinery at Palembang, Sumatra, 
which reopened last October with a production of 20,000 bar- 
rels a day, is now operating on schedule and making ship- 
ments in Asia. Production is to reach 30,000 barrels a day in 
February 1948, and 45,000 barrels, its prewar capacity, later 
in the year. Four 30,000-barrel tankers have been added to 
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the Standard-Vacuum tanker fleet, replacing vessels lost in the 
war. They are supplying oil to marketing terminals in the 
Netherlands East Indies. and to the deepwater terminal at 
Tandjong Oeban for transshipment to Australia, China and 
the Philippines. 

© 0 Oo 
NEW YORK 

Finnish-American Trading Corp. is making market surveys 
in the United States with a view to increasing shipments of 
Finnish products to America. Finnish-American is owned by 
a group of woodworking and ceramic companies in Finland 
but will handle exports and imports of other products as well. 
It also will act as Finland’s buying agent for products to be 
purchased with a $2% million loan from the Export-Import 
Bank. 

© 0 Oo 
LONDON 

Shell Transport and Trading Co. reports that oil production 
in British Borneo now totals nearly 7,000 tons a day. In the 
Netherlands East Indies, refineries at Balik Papan, Pladjoe and 
Wonokromo have been partially restored and are operating, 
but partly on imported crude oil. Shell’s production in the 
N. E. I. is 3,600 tons a day. 

© 0 0 
TOKYO ; 

The Great Northern Telegraph Co., Ltd., has been licensed 
to handle international communications by submarine cable 
with and through Japan. 

© 0 Oo 
LONDON 

At the annual meeting of British Celanese, Ltd., G. H. 
Whigham, chairman, reported that the Board of Trade had set 
export targets for rayon products in 1948 at $176 million. In 
1938, Britain’s rayon exports amounted to just over $20 mil- 
lion, At the current rate, 1947 exports are expected to total 
approximately $116 million. 

© 0 0 
SYPNEY 

Three manufacturers will be assembling motor cars in Aus- 
tralia next year from engines and parts made in Australia. 
They are the Ford Motor Co., General Motors-Holden Co., 
and Rootes, Ltd., of England. All are now assembling cars 
from imported parts. General Motors’ plants will be provided 
with engines made in Melbourne and bocies built in Adelaide. 
The company plans an output in Australia of 25,000 cars a 
year. 

© 0 0 
LONDON 

The Austin Motor Export Corp. thus far this year has ex- 
ported 30,765 passenger cars and 5,636 commercial vehicles, 
valued at approximately $45 million. Sales have been made 
through more than 200 main distributors and overseas rep- 
resentatives, located in every country open to British trade. 
Sales in America are handled through the recently opened 
Austin Motor Co., Ltd. (England), with offices and ware- 
houses in New York City. 

oo 90 
PITTSBURGH 

The first integrated steel mill in Chile is now under con- 
struction for Compania de Acero Pacifico (Pacific Steel Co.) 
at Concepcion. The Koppers Co. designed the plant and is 
supervising its construction. More than 50,000 tons of mate- 
rial already has been shipped, and contracts for material and 
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Operations Throughout the World 


machinery valued at $20 million have been signed. Total cost 
will be more than $50 million. The plant is scheduled to start 
production by 1950. It is designed to turn out 250,000 tons 
of finished steel products a year. 
| © 00 

STOCKHOLM 

The Swedish Parliament’s Committee on Civil Aviation has 
recommended a merger of the Government-owned air line, 
AB Aerotransport, and the Swedish Intercontinental Airlines. 
The proposal calls for formation of a new company with 
paid-up capital of not less than $22 million, and not more 
than $65,700,000, jointly owned by the Government and 


private investors. ; 
o 0 0 


NEW YORK 

A new factory for the manufacture of cigarettes will be 
designed and equipped by the American Machine and 
Foundry Co. for the Turkish Government’s tobacco monopoly. 
The factory, to be built near Istanbul, will have a larger 
output than any other outside the U. S. and England, and will 
enable Turkey’s five other plants to work a 40-hour week. 

© 0 O 

FRANKFURT 

The German Opel plant, controlled by General Motors and 
maker of a European-type Chevrolet, is getting back to normal 
routine. Light trucks have been produced for nearly a year, 
and the Wiesbaden plant is tooling up for production of 
sedans some time next year. Biggest item in the firm’s export 
business is spare parts for cars sold in Europe before the war. 
Present contracts call for deliveries in March, July and Sep- 
tember 1948. Denmark, Belgium, Sweden, Switzerland and 
France have placed orders. Actual deliveries thus far have 
been small, and only to Switzerland and France. 
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LONDON 

Completion of a plant at Southampton has increased the 
capacity of Decca Record Co., Ltd. to 45 million records a 
year. An increasing share of production is for export. London 
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BRITISH RECORDS FOR THE U. S. 


Decca’s new plant means more traffic in this shipping room 
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Gramaphone Corp. of New York, a Decca subsidiary, handles 
distribution in the United States. 
© 0 0 
BOSTON 
The United Fruit Co. will resume passenger sailings from 
New York in January. Three prewar liners, which have been 
rebuilt, will make 18-day round trips from New York to 
Havana, Cristobal and Puerto Barrios, Guatemala. Each ship 
has accommodations for 95 passengers. 
°° 0 
AKRON 
A processing plant to increase its supply of liquid latex has 
been opened at Rengam, Johore, Malaya, by Goodyear Tire 
and Rubber Co. The concentrated latex will be shipped from 
Singapore to Akron by tank steamers and insulated railway 
tank cars. 
° 00 
NEW YORK 
Maxwell House coffee is now being processed and sold by 
Alfred Bird and Sons, Birmingham, England, newly acquired 
subsidiary of General Foods Corp. Bird’s business, previously 
limited to puddings, is expected to be extended to include 
other products of General Foods. 


© 0 0 
TOKYO 


The Japan Cotton Mills Association has requested permis- 
sion to import 535,500 bales of raw cotton during the period 
from April to September 1948. Almost 60 per cent would 
come from the United States, such as the recent importation 
from New Orleans. 


° 0 0 
MEXICO CITY 


A new mill built at Cerro Gordo by Aluminio Industrial 
Mexicano, S. A., a subsidiary of Aluminum, Ltd., of Canada 
is now producing the first aluminum sheet rolled in Mexico 
with modern equipment. The sheet is fabricated from ingots 
produced at Arvida, Quebec. A foil mill is nearly ready for 
operation, and an aluminum paste plant is scheduled for 
completion in 1948. Total capacity of the three plants is set 
at three million pounds. 

© 0 0 
HAVANA 

The Cuban Telephone Co., subsidiary of Internationa! Tele- 
phone & Telegraph Co., is working out rate structures and an 
expansion program that will permit a $20 million program 
over the next seven years. Plans include increasing subscribers 
from the present 84,000 to 125,000 throughout the island, 
and extension of automatic telephones by means of the rotary 
automatic system. 

© 0 Oo 
NEW YORK 

The Scotch Whiskey Association in the United Kingdom is 
increasing exports to the U.S. despite the shutdown of dis- 
tilleries in Scotland because of the shortage of barley. Ex- 
ports in 1948, from- aged stocks, are expected to reach an 
average of $12 million a month, against approximately $6 
million a month in 1947. 

°° 0 Oo 
CHICAGO 

Agreements have been signed that provide for complete 
interline air freight service between any point on United Air 
Lines and any point on the Air France and Peruvian Interna- 
tional Airlines systems. 
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ARGENTINA‘S LOST MARKET 


FOR FLAXSEED PRODUCTS 





Reported from BUENOS AIRES and WASHINGTON 


Argentina has priced itself out 
of the flaxseed market in the 
United States, formerly its best 
customer. 

American production has been 
quadrupled, largely because of 
export policies of the Argentine. 
The U.S. crop now is almost 
large enough to meet the de- 
mands of American industry. 

Linseed oil, meanwhile, is 
accumulating in Buenos Aires. 

© 0 0 

Argentina is losing its position as a 
leading exporter of flaxseed, used ex- 
tensively in manufacturing paint and 
floor coverings. Once supplier of 80 
per cent of the world’s imports of lin- 
seed products, Argentina now has 
been forced out of many of its old 
markets. Stocks are accumulating, and 
may reach 115,000 to 140,000 tons. 


@ “This season’s crop, now being har- 
vested, will show a drop of about 50 per 


cent from prewar years,” says Bernard S. 
Redmont, staff correspondent of World 
Report, in a dispatch from Buenos Aires. 

“Argentina used to produce 1,500,000 
to 2,000,000 tons of flaxseed a year,” 
Redmont says. “But last season’s crop 
was only 964,000 tons. Official statistics 
indicate a further decline of almost 15 
per cent this season. 

“Official reasons given for the decline 
in production,” Redmont reports, “are 
conversion of flax lands to pasturage, fear 
of locusts and low humidity during the 
planting season. 

“Bigger reason, however, is the Gov- 
ernment’s policy of buying from the 
farmer at low prices and selling abroad 
at high prices.” 

The Government pays the farmer $2.29 
a bushel for flaxseed and sells it to the 
crushing plant for $2.68. After processing 
the seed, the plant sells the oil to the 
Government at 12 cents a pound. Prices 
quoted by the Government to other 
countries have run as high as 47.6 cents, 
although there were no takers at this 
figure. Farmers, objecting to the spread 
in prices, have cut their flax acreage. 

@ Prices charged by the Argentine Gov- 
ernment are the main reason for loss of 
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THE PRICE TO THESE WORKERS IS LOW 
But export prices for flaxseed must drop if Argentina wants to sell to the world 
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the U.S. market. Another factor is Ar- 
gentina’s insistence on selling linseed oil 
and cake rather than the flaxseed that 
crushing plants in the United States 
want. The price story is this: 

Argentina boosted the price of linseed 
oil about 250 per cent last year. At that 
time, flaxseed and linseed oil were in 
great demand for the manufacture of 
paints, linoleum and other products in 
the United States and Western Europe 
and for food in Eastern Europe. Argen- 
tina had most of the available supplies. 

The U. S. Government then decided to 
stimulate flaxseed production at home by 
guaranteeing farmers $6 a bushel. With 
this encouragement, output in the U.S. 
passed even that in Argentina. Result is 
that the United States now is nearly self- 
sufficient, although demand is so strong 
that U.S. flaxseed is selling aroung $7 a 
bushel. 

Canada, meanwhile, raised its base 
price for flaxseed. Canadian production 
increased fivefold. Now Canada is export- 
ing heavily to the U. S. and Britain. 

@ Use of substitutes also has been stimu- 
lated by Argentina’s policies. 

U.S. manufacturers of paint, for ex- 
ample, have increased their consumption 
of soybean oil to 80,000 tons a year, from 
the prewar figure of 17,000 tons. 

Britain has developed from _ the 
Nigerian Awusa nut a substance known 
as conophor oil, which researchers de- 
clare may make imports of linseed oil un- 
necessary in a few years. 

Improvements are being made in the 
processing and use of such substitutes as 
tung, fish and oiticica oils. 

@ Argentina’s loss of the American mar- 
ket is complete, but may be only tempo- 
rary. . 

Because of lower labor costs and 
higher yields, Argentina can produce flax- 
seed cheaper than can the United States 
and Canada. Average production per 
acre in Argentina before the war was 127 
pounds, as against 85 pounds in the 
United State _52 pounds in Canada. 

Customer resistance now is forcing the 
Argentine Government to re-examine its 
policies. 

Already the asking price for linseed oil 
has been cut to 29 cents a pound, 2.8 
cents less than Sweden paid Argentina 
last summer, and 3 cents under U.S. 
quotations. The need for moving oil 
stocks now in storage and for handling 
the new crop will exert pressure for a 
further cut in prices. 

Argentina may get back into the U. S. 
market eventually. But to do it, the 
Argentine Government will have to as- 
sure deliveries of flaxseed at prices con- 
siderably under those asked in the past. 
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SOCIALIST STRATEGY IN ITALY 


Reported from ROME 


HE STRATEGY of the Socialist leader 
PIETRO NENNI in the months 
ahead can do much to make or break a 
Communist bid to seize power in Italy. 
Nenni has led the Italian Socialist 
Party into an alliance with Communists. 
Some of the Socialists now have rebelled 
from his leadership. But a majority of the 
Socialist workers are sticking with Nenni 
and the Communists. 

Question now is whether Nenni will 

follow the Communists if they attempt to 
overthrow the Government in Italy. 
@ Leftist alliance of Communists and 
Socialists remains an important factor in 
Italy, largely because of Nenni’s efforts. 
While Socialists in France and elsewhere 
in Western Europe have broken with the 
Communists, Nenni insists that Italy can- 
not afford such a division. With Nenni’s 
help, the Communists are trying to keep 
Italy in a turmoil by strikes. 

Nenni says that he is allied with the 
Communists because Italy’s workers must 
unite to make the country a real democ- 
racy. He argues that capitalists, indus- 
trialists, landowners and the clergy are 
running Italy for their own benefit. 

Socialist losses as a result of Nenni's 
policy already are large. One of Nenni’s 
closest friends, Giuseppe Saragat, has 
bolted the party. Saragat took with him 
about 50 of the Socialists’ 116 deputies in 
Parliament. Party rebels blame Nenni for 
“surrendering” Italian socialism to the 
Communists. 

Nenni, in working with the Commu- 
nists, is prepared to accept the loss of 
middle-class support for his Socialists. 
But he expects to gain followers among 
the workers. 

Communist gains from the alliance 
with Nenni are vital to Communist con- 
trol of Italian labor. Elections in the 57 
federations of the Italian Confederation 
of Labor last spring gave 2,612,727 votes 
to Communists, 1,037,866 to Nenni’s 
Socialists and only 98,064 to Saragat’s 
candidates. 

Communists now are losing ground 
among workers worried by the party's ties 
to Moscow. If Nenni broke with the 
Communists, Italian labor might elect 
non-Communist leaders. As a result, the 
Communists are moving carefully, con- 
sulting Nenni at every turn. 

Policy of the two parties is almost 
identical on domestic issues. Both Nenni 
and the Communists want nationalization 
of big industry, the banks and public 


services. Both favor division of large 
estates into peasant farms. They want to 
finance workers’ benefits by heavy taxes 
on the wealthy. They say that Premier 
Alcide de Gasperis Government is 
riddled with former Fascists. 

But De Gasperi is running away with 
part of the Socialist-Communist program. 
He has driven prices down 30 per cent 
in recent weeks. He is squeezing heavy 
taxes out of the rich. In addition, De 
Gasperis Government is getting aid for 
Italy in U.S. food, coal and dollars. 

Communists and Nenni's Socialists are 
demanding that Italian industry be 
handed over to a workers’ management 
committee in each factory. Strikes to gain 
this end are rising and falling throughout 
Italy. But Italians now ask whether Com- 
munists and Nenni'’s Socialists would re- 
ject American aid to Italy. On this point, 
the two groups are not quite in accord. 

Italian Communists are out to wreck 
the Marshall Plan for European recon- 
struction. They signed the recent mani- 
festo creating the Communist Inter- 
national Information Bureau. The mani- 
festo condemned Socialists who are not 
working with the Communists and de- 
nounced the Marshall Plan. 

Nennis Socialists are saying that the 
manifesto makes no difference to their 
alliance. Recently, however, Commu- 
nists of seven nations met in Rome to 
propose an international “partisan” army 


of Communists. Nenni may soon be asked 
to support this fighting force. 

Nenni now is saying that he favors 

the Marshall Plan as long as the United 
States does not tie political strings to its 
aid. What Italy borrows from America, 
Nenni says, Italy should repay in exports, 
not in political promises. Nenni also says 
that he would oppose any alliance with 
Russia which would make Italy depend- 
ent on Moscow. 
@ Nenni’s action is likely to determine 
the choice between Communists and 
anti-Communists for at least a million 
Italians in the event of a showdown. For 
Nennis leadership is personal. Many 
Italians who do not understand his theo- 
ries fallow Nenni as a symbol of resist- 
ance to Fascism. 

Past performance suggests that Nenni 
will not seek an easy solution for want 
of courage. He was born of worker par- 
ents in Faenza in Northern Italy in 1891. 
At 7, he was placed in an orphanage. At 
18, he left the orphanage to work as a 
laborer. Fwo years later, he went to jail 
with another Socialist, Benito Mussolini, 
for opposing Italys war against the 
Turks. But as the First World War be- 
gan, Nenni urged Italy to fight with the 
Allies. He volunteered as a private in 
the Army, serving until the war’s end. 

When the Fascists took power in Italy, 
Mussolini tried to win Nenni to fascism, 
but Nenni would have none of it. He 
was arrested, beaten and forced to flee 
the country in 1926. 

In exile, Nenni edited anti-Fascist pa- 
pers published in France. Inside Italy, 
the Fascists kept his name alive with 
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caricatures of his bullet head, his hooked 
nose and the trousers that Nenni wore 
hitched an inch above his shoe tops. 

As an ally of Communists, Nenni 
helped form the Garibaldi battalion of 
Italian anti-Fascists who fought for the 
Spanish Republic in the civil war. Back 
in France after the defeat of the Spanish 
Republic, Nenni excused Russia's 1939 
pact with the German Nazis as “an act 
of defense.” But he supported the war 
against Nazi Germany from the start. 
One of his three daughters died in a Nazi 
prison camp at Dachau. 

After the French coilapse, the Vichy 
Government handed Nenni over to the 
Germans. In 1943, the Germans gave him 
to the Italian Fascists. When the Fascist 


Test of German 


Government disintegrated that year, 
Nenni walked out of his Italian prison at 
the very moment that his old friend and 
enemy, Mussolini, was going in. 

As a Socialist, Nenni has held the post 
of Vice Premier twice since the war. He 
resigned from the De Gasperi Cabinet 
last January, saying that the Italian peace 
treaty was too harsh for his country. 

Nenni now is devoting most of his 
energies to strengthening the Socialist 
Party. Some of his followers feel that 
his influence is keeping the Communists 
from trying to seize Italy by force. But 
other Socialists are ready to follow Nenni 
whatever he does. His decision, when a 
showdown comes, may be the deciding 
factor in an Italian civil war. 


Management 


Reported from ESSEN and BERLIN 


i bee AMERICAN POLICY of turning op- 
eration of the German economy back 
to German direction now is getting its 
most severe test. A German Coal Manage- 
ment, under General Director HEIN- 
RICH KOST, is undertaking the key task 
of reviving coal production in the Ruhr. 
The industrial recovery of all Western 
Europe, as well as of Germany, depends 
upon this effort. 

British management, in its last month 
of operation, set a postwar record of 
280,000 tons a day in the output of Ruhr 
coal. Kost’s assignment is to stabilize out- 
put at this level and then in 1948 to boost 
it beyond 300,000 tons. But his adminis- 
tration is getting off to a slow start. 

Allied authorities are discovering that 
German managers hesitate to make de- 
cisions on their own responsibility. Few 
efforts are being made to improve mining 
efficiency. Operations are being continued 
on much the same basis as heretofore, al- 
though mining costs per ton are almost 
double the sales price. 

“The Germans seem to be loath to 
utilize their new powers,” cables Thomas 
Hawkins, World Report's staff corre- 
spondent in Germany. In a dispatch 
from the Ruhr city of Essen, Hawkins 
continues: 

“German administrators are running to 
Allied advisers on all matters, even on 
so minor a question as whether to permit 
German editors to make an inspection 
visit. Allied officials take the position that 
they will not interfere in administrative 
operations and will give advice only 
when asked. But evidently it is going 
to take some time before the Germans 
really accept responsibility and _ take 
vigorous action on their own.” 

@ A mining engineer and the son of a 
coal operator, Kost was general director 
of Rheinpreussen, one of the largest of 
the Ruhr’s coal companies, from 1932 
until the end of the war. During the war 
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and in the immediate prewar period, he 
held directorships in several other major 
industries and cartels. A management 
technician, rather than an owner of in- 
dustry, he is’ little known outside the 
Ruhr. 

Now 57, Kost is unimpressive in ap- 
pearance. Short, stout and gray, he is 
outwardly affable, but his sharp eyes 
suggest shrewdness in business dealings. 
His friends, Hawkins reports, attribute 
his success to “a pleasant manner with 
people, flexibility in backing away from 
difficult positions and skill in negotia- 
tions.” 

Kost has a reputation for introducing 


techniques of mechanization and safety 


appliances. He installed the first endless 
conveyor belt in the Ruhr area. Occupa- 
tion authorities do not expect him to 
revolutionize production processes. But 
they believe he was the best choice avail- 
able in the circumstances. 

@ A member of the Nazi Party for 11 
years, Kost was second choice for the 
top coal post. A well-known mining tech- 
nician first selected by the British was 
forced to withdraw when it was dis- 
covered that he not only had been a 
Nazi but a member of Hitler’s Brown- 
shirts. 

Kost’s appointment also had been un- 
der attack by fellow Germans. Critics 
point out that he joined the Nazi Party 
in 1934, years before the Nazis put 
pressure on businessmen to take out 
membership. The cartels with which he 
was associated helped finance Hitler’s 
rise to power and later armed Germany 
for aggressive war. 

The new director, however, insists that 
he never was active in the Party and that 
his own company, Rheinpreussen, did not 
contribute to the Nazis’ war chest. De- 
nazification courts have cleared him with 
a rating that leaves him eligible to hold 
responsible political and economic posts. 





-OMGUS 


PIT HEAD IN THE RUHR 
Some miners resent an ex-Nazi boss 


The Miners Union, controlled by Social- 
ists, agreed to Kost’s appointment in ad- 
vance, but with a good deal of reluctance. 
@ Workers’ resentment against the new 
administration is one of Kost’s major 
problems. Socialists and Communists 
both charge that the new setup was de- 
signed by American officials primarily to 
prevent socialization of the Ruhr mines, 
favored by the British. 

On the board of six that functions un- 
der Kost in directing the mines are only 
two men with union backgrounds. The 
administration’s labor-management com- 
mittee has advisory powers only. 

American officials, however, insist that 
the new administration, which for the 
first time gives the United States a direct 
voice in operation of the Ruhr mines, 
leaves the question of socialization open 
for future decision by the Germans them- 
selves. Direction of the mines has not 
been restored to the former owners. The 
management board operates under a con- 
trol group of American and British engi- 
neers and coal operators. 

Bitterness over the socialization issue 
and over Kost’s Nazi background may 
become a major problem this winter if 
food stringencies develop, Hawkins re- 
ports, Miners get as much as 4,000 calo- 
ries a day, but their families are on 
ordinary rations of 1,550 calories. Food 
stocks are low in the Ruhr and distribu- 
tion is irregular at best. 

Minor breakdowns in imports or trans- 
portation of food might be sufficient to 
create an immediate crisis, setting off 
strikes and demonstrations as they did 
last winter. Should this happen, the 
German Coal Management may have 
even more difficulty gaining the workers’ 
co-operation than did Allied administra- 
tors last year. 
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Prices of things Europe needs most--grain, fertilizer, coal--stay high. 

But the solid front of price advances in world commodities is showing cracks. 

Foods chiefly show the trend. Mainly it's a question of bigger supplies. 
Also, supplying countries are finding it increasingly hard to sell at high 
prices outside of U.S. Even American customers balk at present prices. 

Sugar in Cuba is being sold to Britain and the Netherlands at lower prices. 

Cocoa is off in price as supplies from West Africa come on the market. 
European countries cannot. afford much cocoa at these prices. 

Black pepper price is moving down in the U.S., as Indian supplies arrive. 

Coffee prices are easing a bit. Europe cannot afford much coffee now. 

Copra, from which coconut oil is made, is backing down from record prices. 
Reason: American soapmakers are on a buyers’ strike. 

Natural rubber is weakening slightly. Run-up in price this autumn reflected 
expectation that much more would be used in the U.S. Now this seems unlikely, 
although U.S. stockpiling will keep prices from plummeting. 

No major drop in prices of these commodities is directly ahead. For one 
thing, supplying countries are determined to get as many dollars as possible. 


But they are discovering that the U.S. market is not a bottomless well. 


























Stopgap aid for Britain takes the form of the release of the $400 million 
left in the U.S. loan. The U.S. Treasury agreed to turn on the spigot again, 
provided Britain plugged up the leaks that cost it so much last summer. 

This autumn Britain has been busy trying to do just that. 

Web of financial agreements between Britain and some of its chief creditors 
is being woven rapidly. Main idea is to get creditors to agree to hold sterling 
and not try to convert it into dollars. Pacts of this kind have been made with 
Belgium, Sweden, Argentina, Portugal. Other agreements allow limited amounts of 
Sterling to be converted. Eire, Iraq, Iran benefit from this type. 

Discussions will come soon with Egypt and India to keep them in line. They 
have huge claims against Britain built up during the war. 

Aim of Britain is to prevent runs on sterling such as developed last summer. 

Also, trade deals are part and parcel of these agreements. Britain thus 
tries to gain markets and buy more of what she needs from nondollar areas. 

Seen in perspective, British plans now are to save dollar expenses wherever 
possible; to tie up trade with traditional customers in two-way deals; to pre- 
vent runs on sterling. To be successful, Britain must lean heavily on U.S. aid. 

















Heavy drain on Britain's gold will be lessened by drawing on the U.S. loan. 
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WORLD COMMERCE AND INDUSTRY--(Continued) 


Britain has been running through its gold at an increasing rate. 

In September, British gold sales were $60 million; in October, they rose 
to $140 million; in November, they reached $192 million. This paying off of 
overseas bills leaves only about $2 billion in gold in the Bank of England. 

During the same period, Britain borrowed $240 million from the Interna- 
tional Monetary Fund. That's almost three quarters of what Britain can borrow 
from the Fund in any one year. 

Altogether, borrowings and gold sales total $632 million in three months. 

Only about half of this sum went to pay Britain's own bills. The rest was 
used by other countries in the British group, also in Germany. 

Cushions against further heavy use of British gold reserves are the balance 
of the U.S. loan and, next year, $320 million in gold promised by South Africa. 
Britain also is counting on Marshall aid. But these temporary crutches won't 
mean much, if British earnings from exports can't be expanded. 














The big money needed to pull Western Europe out of trouble looks bigger all 
the time. Last summer's estimates of dollars needed already are out of date. 

Plus signs must be added for these reasons: 

1. Western Europe's output won't be as great as planners thought. The Com- 
munists will see to that. Sabotage and strikes indirectly add to dollar needs. 
What's happening in France and Italy shows that. 

2. U.S. goods are going to cost more than European planners thought. Amer- 
ican prices already are well above the July 1 level. Planners now fear higher 
wages in America are on the way. That would mean higher prices and more dollars 
needed to buy goods for Europe. Price controls in the U.S. are unlikely. 
Europeans think of goods. But American congressmen must think of dollars. 

5. The World Bank is-not going to help Western Europe as much as hoped. At 
least not next year. The Bank's hands are pretty well tied unless it can sell 
more bonds in the U.S. Prospects for that, just now, are dim. The World Bank 
was counted on for $3 billion in loans for capital goods. Upshot is that, if the 
Marshall Plan is going to be recovery and not just relief, the U.S. faces the 
need to put up new money for capital goods as well as coal, wheat and the like. 

Beanstalk growth of the dollar size of the Marshall Plan means just one 
thing: Pruning is ahead. Pruning by the U.S. Congress may take most of the win- 
ter. Europe's attention will be riveted to this lopping-off process. 

















The Palestine partition is going to involve a lot of American dollars..... 

U.S. dollars, millions of them, will go into financing immigration of Jew- 
ish refugees in the Holy Land. More dollars will be needed for new housing, ir- 
rigation, transportation. Most of these dollars will come from private appeals 
by Jewish groups in the U.S. It's not likely that the U.S. Government will make 
loans to the Jewish state. The situation in the Middle East is too ticklish. 

U.S. dollars also will finance a good deal of whatever the Arabs do in Pal- 
estine. Many of these dollars will come from oil royalties paid the Middle East. 

Thus, American money is Slated to help both sides in Palestine. That's go- 
ing to make for trouble. The Russians can be expected to make the most of it. 

Arab boycott of American goods is a possibility in the present frenzy. That 
might help British chances of selling in the Middle East. But the Arab states 
wouldn't go so far as to withdraw American oil concessions. Dollars still look 
better to them than rubles or even sterling. | 
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White Russians ending long exile in China 
by returning ‘home’ at Soviet invitation 


SHANGHAI 
gs SOVIET steamer Ilyich nosed into 

the muddy Whangpoo River and 
turned downstream toward the sea and 
Vladivostok. Aboard were 1,000 White 
Russians embarked on their great adven- 
ture—“home” to Russia after 25 years of 
exile in China. 

China had given them a haven. But 
as men- and women without a country, 
they had the unhappy status of second- 
class citizens. Lacking the education and 
training required in American, European 
or Chinese business, they had to make 
a living wherever they could. 

As stateless persons without passports 
and subject to Chinese law and customs, 
they were pushed around now and then 
by the Chinese. A small percentage made 
good economically and socially in the 
international community. Most of them 
lived in their own self-contained com- 
munity along Avenue Joffre and its side- 
streets in the French Concession. 

Now they carried Soviet passports and 
were going “home” to a country, ruled 
by Communists instead of Czars, that 
had emerged from World War II as one 
of the world’s great nations. 

The Ilyich is the third Soviet ship to 
sail from Shanghai with repatriates. Four 
thousand White Russians already have 
elected to go to the Soviet Union with 
transportation paid and the promise of 
a job. Several more ships are scheduled 
to sail in the next few weeks with 2,000 
or 3,000 more passengers who have de- 
cided to accept the Soviet offer. 

The older exiles who sailed had only 
a dim and tragic memory of a Russia 
swept by revolution. During the civil 
war, they had fought on the losing side 
or had fled from their homes to escape 
the bloodshed. Some were former Czarist 
officers who were driven over the Chinese 
border by the advancing Red Army. For 
years, they had lived in a pathetic dream 
world, retaining their ranks and titles, 
pretending they were awaiting the day 
to return and restore the monarchy. But, 
as the years slipped away, bitterness 
faded and dreams dimmed. 

Many were Siberian peasants who had 
fled when the Red Army moved in. They 
lived precariously in Harbin or smaller 
towns in Manchuria until they could 
work their way to Peking, Tientsin and 


finally Shanghai. In these latter cities, 
they lived within the protecting bound- 
aries of the International Settlement or 
the French Concession. 

Many more were young men and 
women who had been born somewhere 
along the road of exile, lived all their 
lives in China and knew little about 
Russia except from their parents’ tales of 
the days before the revolution. 

These were the people who crowded 
the decks of the Ilyich for a last look at 
the receding China shore. Then they 
turned to the north where they would 
become citizens of the U.S.S.R. and 
seek a new life as equals. 

Before World War II, there were be- 
tween 25,000 and 30,000 White Rus- 
sians (which meant they were not 
Soviet citizens) in China. Shanghai 
alone had a Russian population of 16,000 
packed into the French Concession. 
There the streets were sprinkled with 
Russian signs on stores, cafes, barber- 
shops, dressmaking establishments and 
dance halls where Russian was the domi- 
nant language. 

Bearded and mustached Czarist of- 
ficers took jobs as watchmen, hotel door- 
men and dishwashers. Later they saw 
their sons and daughters grow up to 
become laborers, bodyguards for wealthy 
Chinese, cooks and waiters in the Russian 
cafes and restaurants, dressmakers, en- 
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tertainers and dance-hall hostesses—any- 
thing to make a living. 

As these Russians learned English or 
French, they graduated into jobs as 
clerks in American or European business 
houses and banks. Some joined the police 
force of the International Settlement or 
got positions with the foreign-owned 
public utilities. A few branched out into 
their own businesses and became success- 
ful in a small way. More joined the 
Shanghai Volunteer Force, organized to 
protect the International Settlement in 
an emergency, as “paid” soldiers. Some 
of their daughters married Americans or 
Europeans. Three or four developed into 
Broadway and Hollywood stars. 

Most remained “just Russians,” pushed 
around somewhat by the Chinese and 
rarely accepted socially in the Shanghai 
foreign community of 57 nationalities. 

Nearly all attempted to secure pass- 
ports or visas from the United States, 
Australia or Latin-American countries. 
But “stateless people” were not widely 
welcomed outside the Orient before the 
war, and few got away from China. The 
Soviet Union granted passports to several 
thousand who were employed on the 
South Manchurian Railway. 

When the Japanese occupied Shang- 
hai, they adopted a policy of nondiscrimi- 
nation and, according to some of the 
Russians, they were treated as well as, 
if not better than, they were by the 
Americans and Europeans. Some, who 
remained bitter against the Bolshevists, 
actively aided the Japanese. 

When the American forces moved into 
Shanghai at the end of World War II, 
many of the Russians (who spoke Eng- 
lish as well as Chinese) got jobs with 
the Army, Navy or Marine Corps. But 
as American forces were reduced, the 
Russians were once more cast adrift. 
Unemployment of Russians increased by 
nearly 50 per cent early this year. 

Last June, the Soviet Government an- 
nounced that all White Russians who 
took out Soviet citizenship would be 
given free transportation to Russia and 
permitted to take with them household 
goods, tools of their profession and other 
possessions. All were guaranteed jobs. 

The Russians, long stepchildren in a 
strange country, were tempted. Some be- 
cause of financial and economic reasons. 
Some because they had become proud 
of the place in the sun newly won by 
Russia. Some because they preferred the 
promises of communism to the realities 
of the capitalism they had known. 

And so, in hope and in despair, they 
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have lined up by the hundreds to obtain 
Soviet citizenship and passports and have 
sailed for Russia. 

Since repatriation began, several hun- 
dred who sought admission to Russia 
have changed their minds, given up their 
passports and resumed their status of 
“stateless persons.” Some have been in- 
fluenced by the better treatment now 
being given Russians by the Chinese 


Government. Others have decided to re- 
main because of the stories of life in 
Russia that have come back from the 
first who went “home” or because of the 
reports put out by the anti-Soviet Rus- 
sian Emigrants Association. 

The White Russians who remain are 
bitterly anti-Soviet and still hope that the 
U.S. S. R. will fall. Then, they add, hope- 
fully, they will return to Russia. J. F. 


Demands by Brazil's war veterans create 


economic and political worries for nation 


RIO DE JANEIRO 
WW VETERANS are creating a politi- 
cal and economic problem for Bra- 
zil that is unique in Latin America. Five 
years after declaring war on the Axis, the 
country is stirred by veterans’ demands 
for compensation—demands no _ other 
Latin-American nation faces. 

Although Mexico sent a fighter squad- 
ron to the Pacific in the last months of 
the war, Brazil prides itself on being the 
only Latin-American country to have sent 
a complete expeditionary force to fight 
alongside the United Nations. Today 
these ex-G. I.’s, known here as pracinhas, 
are in an uproar. Some 25,000 of them, 
veterans of combat in Italy, are agitating 
for a “G.I. Bill of Rights.” The bill now 
is up for debate in Congress. 

U.S. soldiers, sailors and marines, 
wkom pracinhas met either abroad: or 
near U.S. bases in Brazil, told them 
about the American Legion, Veterans of 
Foreign Wars, American Veterans Com- 
mittee and similar groups. 

Now they’ve launched their own or- 
ganization, the Association of Ex-Com- 
batants of Brazil, injecting a new political 
and economic pressure group into an 
already crowded and turbulent arena. 

This veterans’ group has sparked the 
introduction of new legislation that may 
inflate the national budget by millions 
of cruzeiros, has organized parades and 
demonstrations, and generally made Bra- 
zil “veteran conscious’ for the first time in 
its history. The association is led by 
Oswaldo G. Aranha, son of Brazil’s for- 
mer Foreign Minister and current Presi- 
dent of the United Nations Assembly. 

Pracinhas (pronounced Prah-seen-yuhs) 
get their name from the Brazilian equiv- 
alent of the G.I., praca de pre, the buck 
private of the Army. 

What makes the pracinha movement 
significant now is that it may form an 
important bloc of veterans and their fam- 
ilies to upset the present balance of 
political relationships. Brazil's participa- 
tion in the war took place during a 
period of political turmoil. Now the pra- 
cinhas are claiming credit for breaking 
down the authoritarian controls of the 
Vargas dictatorship. 
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Soon after the Brazilian G.I.’s were 
demobilized, discontent set in. Under 
even normal circumstances, most Bra- 
zilians are ill-fed, ill-housed and _ ill- 
clothed. They began to call themselves 
“forgotten men.” 

Some had died on foreign soil, and 
their families had been left without aid 
or resources. Pensions became snarled in 
bureaucratic red tape. 

Brazilian Communists, with the most 
tightly organized political party in the 
country, were not slow to act. With a 
nucleus of Communist veterans, they 
helped organize veterans’ clubs. The 
Association of Ex-Combatants of Brazil 
is not a Communist front, but Commu- 
nists were at least its spark plugs. Mem- 
bers of all political parties in Brazil have 
addressed its meetings. It has branches 
in student and labor centers, and it has 
made its voice heard in Congressional 
committees. 

Now, the veterans are holding parades 
and street meetings, and getting up peti- 
tions to Congress. The other day, they 
marched through the center of Rio de 
Janeiro with placards reading: “We don’t 
ask favors, but we do ask fulfillment of 
promises,” and “We don’t want Govern- 
ment jobs. We want honest and well-paid 
work.” 

The veterans’ problem receives almost 
as much space in the daily newspapers 
of Rio as the high cost of living and 
the shortages of meat, wheat, water and 
housing. 

“They didn’t ask me if I knew how to 
read when I was called to fight in 
Italy . . .” is the headline of a story 
telling of the plight of a pracinha deco- 
rated for bravery, whose application for 
employment as a fireman on the State 
Railways had been rejected because “he 
couldn’t read or write.” 

Widespread newspaper and _ public 
support for the pracinhas is being inter- 
preted by some Brazilians, like O Globo’s 
war correspondent Egidio Squeff, as cen- 
sure for the Dutra Government. By virtue 
of his presence for a while in Italy, Dutra 
himself is a pracinha, however, and many 
ex-combatants oppose use of their prob- 
lem as a political football. 





The evening daily, Folha Carioca, 
says: “Our pracinhas have been left out 
of social benefits and abandoned in their 
just aspirations. Many of them who gave 
their blood for their country have re- 
turned without any protection. Sick and 
jobless, many have committed suicide. 


Others gravely wounded are living on 


charity. Some have died tubercular. And 
still other sad cases pace official corridors 
in search of promised jobs that they 
never get. Nothing useful or positive has 
been done for the ex-combatants. They 
are forgotten heroes . . .” 

Most of the Brazilian press has taken 
up the veterans campaign for passage 
of the “G.I. bill.” This bill is really a 
series of separate projects providing for 
pensions, hospital priority, veterans pref- 
erence in public employment, tenure in 
jobs and other benefits. One bill would 
give free housing, at a maximum cost of 
$5,000, to war-disabled veterans or their 
survivors who are unable to work. An- 
other would donate the expropriated 
Clube Germanico, a former Axis prop- 
erty, to the Association of Ex-Combatants 
for use as a veterans’ center. 

Thus, the association has found itself 
deep in politics. Some adherents of the 
Dutra Administration have criticized the 
organization for its Communist influ- 
ences. The association claims it is not 
political. 

What it all adds up to, nobody yet 
knows. ; 

But the pracinhas used to have a slo- 
gan and a colorful symbol on their shoul- 
der patches in Italy, depicting at once 
the big guns of their Army and their 
confident serenity in moments of great 
tension. 

They used to chuckle: “A cobra esta 
fumando.” (The snake is smoking). 

What worries Brazil is that the pra- 
cinhas are beginning to use the phrase 
again. B. S. R. 
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MOLOTOV’S STAND AT BIG 4 MEETING 


Soviet Foreign Minister's proposals for a peace settlement with Germany 


Attack on Policies of the West 


(Text of statement by Soviet Foreign Minister Molo- 
tov, presenting Russia’s views on policies of Great Brit- 
ain, France and the U.S. in Europe, made before the 
Council of Foreign Ministers, London, Dec. 8, 1947.) 


O* December 6, the Council of Foreign Ministers was un- 
able to begin consideration of economic questions relat- 
ing to Germany because no agreement was reached as to the 
procedure for discussion. 

Three of the delegations—those of the U.S. A., Great Brit- 
ain and France—insisted that the British draft of March 31 
last, entitled “Supplementary Principles to Govern the Treat- 
ment of Germany,” be taken as the basis for discussion in 
spite of the fact that the delegation of the U.S.S.R. stated that 
this draft contains much that is unacceptable. 

The Soviet delegation proposed that the economic ques- 
tions :¢:ating to Germany be considered in the same way as 
at the Moscow session of the Council. The Soviet delegation 
agreed, furthermore, to consider any proposals without be- 
forehand taking the draft of any delegation as a basis, because 
no one delegation or even three delegations can be permitted 
to impose their views on any other delegation. It was not 
through any fault of the Soviet delegation that agreement was 
not reached. 

The Soviet delegation refused to accept the British draft as 
the basis for discussion for the reason that it is aimed at super- 
seding the principles of the Potsdam Conference by new 
principles or, as Mr. Bevin’s draft says, by “supplementary 
principles” which contradict the Potsdam decisions and in- 
fringe the legitimate interests of the states which suffered 
from German aggression and occupation. 

First of all, it is impossible to agree with the proposition in 
the British draft that “in the event of any discrepancy between 
the principles of the Potsdam Agreement and the principles 
of the present (British) statement, the latter shall prevail.” 

The Council of Foreign Ministers cannot do so for formal 
reasons as well, inasmuch as the Potsdam Agreement was 
reached by the heads of governments, and it cannot be abro- 
gated or modified by a conference of Foreign Ministers. 

Contrary to the British proposal, the Soviet delegation 
deems it necessary to insist on the fulfillment of the Potsdam 
Agreement and on the elimination of existing violations of 
the Agreement. 

Separate actions of the American and British authorities, as 
well as of the French authorities, in the Western zones of 
Germany have gone too far as it is, putting a brake on the 
economic rehabilitation of Germany and hampering the urgent 
establishment of firm peace in Europe. 

These separate actions of the Anglo-American authorities 
have led to the factual division of Germany, and this is ex- 
pressed in the splitting of the Western part of Germany from 
the rest of Germany and from Berlin, the capital of the Ger- 
man state. In fact, a new center for the Western zones of 
Germany has already been created at Frankfurt on the Main, 
where the Anglo-American authorities are acting separately 
and independently ot the Control Council in Berlin. 


Such a state of affairs is reflected in the most harmful way 
on the economic rehabilitation of Germany. 

In 1946, when the British and American zones were being 
fused, it was said that this was necessary for the rehabilitation 
of German economy. Over a year has elapsed since then, and 
yet industry in the Anglo-American zone, far from getting 
back on its feet, is still in a state of decline, dragging out a 
miserable existence and failing to produce the goods necessary 
for the population as well as for export to other countries. 

Furthermore, industrial stagnation inevitably leads to the 
destruction of the means of production themselves, to the de- 
terioration of machinery, to say nothing of the fact that equip- 
ment which is not renewed becomes obsolete. Nor can an in- 
crease in the output of coal insure economic rehabilitation of 
Germany's other industries. 

Agriculture is also in a state of decline and the small farm- 
ers have still failed to receive land at the expense of the estates 
of the Junkers and the big landowners, on which they counted 
in view of promises to carry through a genuine land reform. 
And this, in its turn, creates difficult conditions for supplying 
the cities with food. 

The policy that is being pursued in the Western zones acts 
as a brake on economic rehabilitation instead of contributing 
to the rehabilitation of civilian branches of industry, of agri- 
culture, transport and trade, without which the living condi- 
tions of the German people cannot be improved. 

On the other hand, the Anglo-American authorities, by 
separate action and regardless of the four-power Control 
Council, are carrying through their decision concerning 
the one-sided restoration of certain branches of heavy indus- 
try, for instance the steel industry, drawing old Hitlerite bosses 
from among former members of the German war industry 
cartels and trusts to take part in this work. 

Thus, the Anglo-American authorities have already pro- 
ceeded to restore the war industrial potential in the Western 
part of Germany, relying on the support of old Hitlerite 
circles of industrial monopolists hostile to democratic Eu- 
rope, and have prevented the Control Council from super- 
vising this activity, which is a flagrant violation of the 
Potsdam Agreement. 

Such a policy, far from having anything in common with 
the rehabilitation of German economy and with the participa- 
tion of Germany in the economic rehabilitation of the Euro- 
pean countries, creates opportunities for certain foreign circles 
to make use of the Western part of Germany, and above all 
the Ruhr, as a strategic base for the purpose of establishment 
of domination in Europe. 

The carrying out of such a policy also finds its expression 
in the various forms of pressure on the democratic countries 
of Europe, who are defending their national independence 
and at the same time the interests of peace and democracy. 
It has now become known from M. Bidault’s statement that 
the French delegation has also associated, itself with the 
Anglo-American policy in Germany. 

The American plan for the carrying out of this policy is 
now known. It is proposed to execute this plan in the form of 
so-called “aid,” to be calculated in dollars. 

However, since it is not desired to render this “aid” on the 
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usual credit terms, as would have been in accord with the in- 
terests of expediting the rehabilitation of economy, and since 
this is being done while imposing a definite policy correspond- 
ing to the narrow purposes of certain foreign circles, the ex- 
ecution of this plan is fraught with great dangers for the Ger- 
man people and for the other nations of Europe. 

The external dollar debts of the Western part of Germany 
continue to increase, and this is being done without the agree- 
ment of the Germans themselves, while the possibilities of 
paying these debts remain extremely restricted. 

Due to the fact that industry there is not being developed, 
and conditions required to increase German exports in order 
to cover the import of the necessary foreign goods are not be- 
ing created, the burden of foreign debts continues to grow, 
and to an ever greater extent to increase the financial and 
economic dependence of the Western part of Germany on 
the United States of America as well as on Great Britain. 

It will be seen from statements made by official representa- 
tives of the United States that it is intended to crown the im- 
plementation of this policy with the setting up of a govern- 
ment for the Western part of Germany. That would be a 
consummation of the policy of splitting Germany, which is 
aimed at the liquidation of Germany as an independent state. 

It is perfectly obvious that such a policy has nothing in 
common with the establishment of democratic peace in Eu- 
rope. It goes without saying that the Soviet Union cannot bear 
any responsibility for such an antidemocratic policy. 

Calculations regarding the successful execution of such a 
policy have no foundation. 

It is impossible not to take into account the vital interests of 
the German people, who cannot be deprived of their legiti- 
mate right to their own independent state. Neither is it pos- 
sible to ignore the views of the democratic circles of the coun- 
tries of Europe, which have always recognized and recognize 
the need for restoring Germany as a single state, so long as it 
develops on democratic foundations and is deprived of the 
possibility of renewing the policy of aggressive German im- 
perialism. 

The fundamental significance of the Potsdam Agreement 
lies in the very fact that it provides the states controlling Ger- 
many with a common basis for joint work aimed at the re- 
habilitation of Germany as a peace-loving and democratic 
state. The Soviet Union continues to regard that political basis 
as a correct one and cannot agree to its revision. 

For the reasons stated above, the Soviet delegation cannot 
accept as a basis the British draft, which aims at revision of 
the Potsdam Agreement. 

In order to go forward to meet the wishes of the other dele- 
gations, the Soviet delegation proposes that the Council pro- 
ceed to consider the economic questions relating to Germany, 
tnking equally both the British proposals and the proposals of 
the Soviet delegation as working papers, and without binding 
themselves by the acceptance of one document or the other 
as a basis. | 





Economic Principles for Germany 


(Text of proposals on economic principles to be in- 
cluded in any German peace treaty, submitted by Soviet 
Foreign Minister Molotov, before the Council of Foreign 
Ministers, London, Dec. 8, 1947.) 


I. Level of Economy 


(1) The controlling powers recognize the necessity of 
accelerating the rehabilitation of German peacetime industry, 
agriculture and transport and of raising the living standard 
of the German people, the necessity of Germany’s partici- 
pating in the rehabilitation of the economic systems of the 
European countries which suffered from German aggression 
as well as the expansion of her foreign trade. 
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These objectives shall be pursued with due regard to the 
interests of security and to preventing the restoration of 
Germany's war industry. 

Inasmuch as success in the matter of the economic re- 
habilitation of Germany depends primarily on the efforts of 
the German people themselves and on the possibility of 
the relevant measures being taken all over Germany, and as 
this calls for the establishment of economic agencies for the 
whole of Germany operating under four-power control. 

(a) The Control Council is directed to set up at the 
earliest possible moment central German administrative de- 
partments dealing with matters calling for centralized deci- 
sions in the spheres indicated in the Potsdam Agreement, as 
well as for food and agriculture. 

(b) Central German administrative departments will be 
under the supervision and direction of the appropriate 
quadripartite agencies of the Allied control authority. When 
a German provisional government has been established, new 
arrangements shall be made in this field. 

The zone commanders, each in his own zone, shall exercise 
general supervision and control over the activities of central 
German administrative departments on the basic questions, 
having in view the necessity to insure the fulfillment by 
Germany of her obligations to the Allies, the maintenance of 
the security of the occupation forces and compliance with 
the instructions of the Control Council in accordance with 
four-power policy in respect of Germany. 

In cases where the directives of the central German ad- 
ministration contravene the directives or orders of the Control 
Council, the zone commanders shall, after informing the 
Control Council, have the right to suspend the execution of 
such directives, and the Control Council will make the final 
decision on the matter involved. 

(2) In modification of the Control Council’s decision of 
March 26, 1946, the raising of the level of German industry 
shall be provided for, so as to bring the annual output of 
steel to 10,000,000 to 12,000,000 tons at an early date. 

Central German departments shall be responsible for fram- 
ing measures for the rehabilitation of German economy within 
the limits of the new level of industry, Germany being bound 
to fulfill unconditionally the reparation and other basic obli- 
gations imposed upon her. 

(3) When central German departments have been set up 
and the procedure for the fulfillment by Germany of her 
reparation and other main obligations has been decided, inter- 
zonal economic barriers shall be abolished and the necessary 
facilities provided for the free flow of goods throughout all 
Germany. 

All zonal German economic agencies covering one or more 
zones shall also be abolished. 

(4) In view of the fact that the industry of the Ruhr 
region was the main basis of German militarism, the Ruhr 
industrial region shall be placed under the joint control of 
the United Kingdom, France, the United States of America 
and the U.S.S. R. | 

(5) Action on a nation-wide scale shall be taken to re- 
form the financial and monetary system in Germany. 

(6) In order to insure imports of raw materials and other 
materials necessary for German peacetime industry and the 
discharge by Germany of her obligations to the Allies, the 
expansion of German exports shall be encouraged. 

(7) The Control Council shall be asked to introduce the 
necessary measures adopted for taking over factories and 
other enterprises from German concerns, cartels and trusts, 
and for transferring of these enterprises to the ownership of 
the German state. The democratic parties and free trade 
unions of Germany shall be invited to assist in carrying out 
these measures. 

(8) The agreement concerning the economic unification 
of the British and American zones as well as separate agree- 
ments connected with this unification shall be deemed null 
and void as contravening the economic unity of Germany. 
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ll. Reparations from Germany 


In accordance with the decision of the Potsdam Confer- 
ence on levying reparations from Germany by zones and in 
order to determine the extent and procedure of levying 
reparations, the Council of Foreign Ministers considers it 
necessary: 

(1) To fix the total volume of reparations from Germany 
OR: incnrrenttontetemenn (in 1938 world prices). 


[The Council is to fill in the figure after claims of other . 


countries have been assessed. ] 

To fix reparations for the U.S.S.R. at $10,000,000,000, 
the Soviet Union to satisfy the reparation claims of Poland 
from its share. : 

(2) To utilize for the coverage of reparations: 

(a) Once-for-all removals which were or will be made 
during the period following the Potsdam Conference, of 
complete industrial equipment in working order which is 
not necessary for German peacetime economy. If the equip- 
ment of an enterprise is retained for such utilization in 
Germany, any other property of such enterprise that is 


connected with its activity may be taken on account of 
reparations. 

(b) Annual deliveries of goods from current production. 

(c) German assets abroad. 

(d) Various services. 

(3) The removals of equipment from Western zones of 
occupation of Germany provided for by the Potsdam deci- 
sions shall be completed by the end of 1948. 

(4) To determine that the reparation obligations of Ger- 
many must be fulfilled within a period of 20 years, this 
period to be reckoned from the date of publication of the 
decisions of the Potsdam Conference of the three powers. 

(5) To renew the activity of the Inter-Allied Committee 
for Reparations, consisting of representatives of Britain, the 
U.S. A., France and Russia. 

(6) On condition that the agreed plan for the delivery 
of reparations is regularly fulfilled, to consider it possible not 
to put any obstacles in the way of the increase of production 
of the German peacetime industry, both for the domestic 
consumption of Germany and for the development of trade 
with other countries. 





SUPERVISING U.S. FUNDS FOR AID ABROAD 


Recommendations of the Herter Committee to the House of Representatives 


(Text of Herter Committee report on “Proposed Prin- 
ciples and Organization for Any Program of Foreign Aid,” 
made to the U.S. House of Representatives, Nov. 22, 
1947, and now under consideration by Congress.) 


HE Select Committee on Foreign Aid was established by 
the House of Representatives of the United States on 
July 22, 1947, pursuant to House Resolution 296, 80th Con- 
gress, introduced by Representative Christian A. Herter of 
Massachusetts. The select committee was established in recog- 
nition of the fact that the problems involved in American aid 
to European countries have important bearings on the whole 
economy of the United States, and the study of these prob- 
lems did not fall within the functions of any single standing 
committee of the House. Accordingly, the members of the 
select committee were drawn from all the important House 
committees which have to deal with questions of foreign aid. 
The resolution creating the select committee authorized it 
to make a study of— 7 


(1) Actual and prospective needs of foreign nations and 
peoples, including those within United States military zones, 
both for relief in terms of food, clothing, and so forth, and of 
economic rehabilitation; (2) resources and facilities available 
to meet such needs within and without the continental United 
States; (3) existing or contemplated agencies, whether private, 
public, domestic, or international, qualified to deal with such 
needs; (4) any or all measures which might assist in assessing 
relative needs and in correlating such assistance as the U.S 
can properly make without weakening its domestic economy. 


. . . The select committee interviewed government off- 
cials and political business, labor and peasant leaders. 
It visited workers’ and farmers’ homes; made trips through 
shops, market places and factories; and was given every 
opportunity for unrestricted observation and study in all 
of the free countries visited. The select committee accu- 
mulated a mass of data which it is now analyzing and evalu- 
ating and which will be published from time to time. 

This document is in the nature of a preliminary report on 
two aspects of the foreign-aid program: (1) The proposed 
principles which should govern the use of funds appropriated 
by the Congress for any foreign-aid program; and (2) rec- 
ommendations regarding the type of government organization 
which should administer any foreign-aid program. 


Il. Determination of Present and Prospective Needs 
for Foreign Aid 


The House of Representatives authorized the committee 
to determine as far as possible, both the present and pros- 
pective requirements of all foreign countries for aid. Its terms 
of reference were, therefore, not limited to the 16 countries 
of Western Europe which met at the Paris Conference. The 
committee’s conclusions will be based also upon studies of 
Latin-American, Far Eastern, and, indeed, all United States 
export areas, as these require materials from the United States 
which have been financed by dollar advances or credits, either 
public or private. 

The main area of study of the committee itself was cen- 
tered in Europe because of the pressing character of its prob- 
lem. Other members of the House, including groups from the 
Committee on Foreign Affairs and the Committee on Armed 
Services, were enlisted in assessing, as far as possible, the 
needs of the Middle East and the Far East, and attention was 
given to the requirements for exports from the United States 
to all other areas. 


ll. Emergency Aid to Certain Countries as Related 
to General Foreign-Aid Programs 


The President has presented to the country as the most 
acute problem and as the one demanding the most immediate 
attention the so-called interim-aid program which deals with 
the rapidly dwindling resources of France, Italy and Austria. 
This program is framed to finance the imports of essential 
items for these countries to March 31, 1948, apparently on 
the assumption that a longer-run program for foreign aid may 
be in effect by that time. 

While this problem is one demanding immediate atten- 
tion, it must be emphasized that it is merely a part of a larger 
problem, of only slightly lesser urgency, facing not only 
France, Italy and Austria, but other foreign countries whose 
economies were devastated by the war. In varying degrees, 
all such countries require food, fuel, fertilizer, raw materials 
and manufactured goods in order to help preserve their econ- 
omies and to make possible a balance in their payments that 
will permit needed imports into such countries from all sources. 
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The solution of this general problem has raised the ques- 
tion of foreign-aid programs to be undertaken by the United 
States. Certain liberated countries of Europe have shown the 
road to recovery and have made remarkable progress in that 
direction. The committee noted among these Belgium, Den- 
mark, Holland, Luxembourg and Norway. On the other hand, 
the problem of recovery is particularly pressing in France 
and Italy. The committee has made available to the appro- 
priate standing committees of the House and to the Con- 
gress generally its findings regarding the urgent requirements 
ot these two countries. It has also prepared estimates as to the 
possible strain that those requirements will put upon United 
States’ resources and the relation thereof to the total foreign- 
aid requirements. 

The problem of the timing of aid for France and Italy now 
/ confronts the Congress for immediate attention as a matter 
of helping to preserve these economies. This committee also 
wishes to point out that constructive steps should be under- 
taken for fostering the recovery of Germany on which the 
other countries of Europe largely depend. It was the opinion 
of officials in the surrounding countries, who were consulted 
by the committee, confirmed by the report of the 16-nation 
Conference in Paris, that German recovery is an essential step 
within Europe to permit their own recoveries. Subject to the 
proper controls for preventing the remilitarization of Ger- 
many, which are being or can be applied, Germany can make 
-a key contribution to overcoming European shortages of 
manufactured items, coal, and steel. Detailed studies of the 
extent of this contribution and how it can lighten the load of 
the United States will be submitted by the committee in a 
separate report. 

Should the Congress, through its responsible legislative com- 
mittees, find that as a practical matter it will not be able to 
set in motion other machinery of foreign aid by the end of the 
special session, the committee recommends that action be 
taken prior to that time to authorize funds for the purchase 
otf supplies through the Export-Import Bank and the Commod- 
ity Credit Corporation for any aid for France, Italy and Aus- 
tria found necessary to assist those countries through March 31. 


lll. Background of Committee’s Recommendations 


__ A. Proposals of the Paris Conference 

As a result of Secretary of State Marshall’s proposals in his 
Harvard speech of June 5, the European nations had already 
begun making studies, through their 16-nation Conference 
in Paris, before the committee arrived in Europe. The results 
of those studies have been, in turn, transmitted to the Gov- 
ernment of the United States and have been reviewed by the 
executive agencies. The objectives of the proposals outlind in 
Secretary Marshall’s speech were understood by the European 
nations to require a plan for European recovery, as outlined 
in the report of the Paris Conference of the 16 nations, which 
would remove, by 1951, the need of “abnormal outside sup- 
port,” including further aid from the United States through 
extraordinary loans or grants. With that objective, the coun- 
tries concerned submitted figures indicating that total re- 
quirements for dollar availabilities not covered by their own 
exports or other resources would amount to $22,440,000,000 
for the four-year period. Of this, it was estimated that $3,130,- 
000,000 would be available from the Bank for International 
Reconstruction and Development, leaving a total balance of 
deficits of the European countries concerned with the Ameri- 
can continent of $19,310,000,000. 


B. Assumptions of the Paris Conference 
The circumstances in which the Européan countries pre- 
sented their “requirements,” especially the absence of any 
central authority which could reduce them to a common basis 
or have them drawn up on common assumptions, necessarily 
render these estimates little more than efforts to arrive at the 
order of magnitude of the problem. The attempt was made to 
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plan a productive capacity in Europe by 1951 that would, 
after that time, raise all consumption levels substantially high- 
er than prewar. Since the calculations were necessarily in the 
nature of guesses as to the probable levels of prices, size of 
harvests, rate of utilization of equipment, ability to use and 
transfer man power and other unknown factors, the committee 
cannot feel that the estimates constitute, in any sense, the basis 
for a long-term authorization of funds. Detailed studies of 
the long-term requirements, which are to be published sub- 
sequently, will reveal the possibility of many steps which 
could be taken, including the greater contribution of Germany 
to the total economic recovery of Europe, which, in the judg- 
ment of the committee, might reduce the magnitude of Euro- 
pean requirements. It will, in any case, be necessary to set 
up an agency that can screen the European and other for- 
eign requests for aid; and which can insist upon justification 
of the requests, upon common action to meet the needs, and 
upon the mobilization of the resources of other countries which 
are also asking for aid, in one form or another, from the U. S. 


C. The Attitude of Russia as It Affects the Marshall Proposals 


It should be noted that a major contributing factor to the 
problem of the 16 European nations, of equal importance with 
the obvious destruction and dislocation caused by the war, is 
the inability of the countries of Western Europe to trade on 
normal terms with the countries under Soviet control. 

Though the Secretary of State of the United States and the 
Foreign Ministers of the United Kingdom and France at- 
tempted to enlist the co-operation of the Soviet Union in the 
combined task of European recovery, the reply of Moscow 
was characteristically brusque. Not only did Russia refuse to 
participate in Europe’s response to the proposals of Secretary 
Marshall, but Stalin’s Government onenly countermanded the 
acceptance of invitations by several Eastern European coun- 
tries to participate in the Paris Conference, and successfully, 
prevented all the satellite governments in the East from doing 
so. Furthermore, the Russian officials and the Communists in 
all countries have utilized every opportunity to attack as “im- 
perialism” the proposals for continued aid from the United 
States to Europe, while at the same time satellite countries 
with relatively good crops and no drought sat on their sup- 
plies or were drained of them by Russia. The refusal to per- 
mit the participation in the Paris Conference of the countries 
of Eastern Europe, whose economies have traditionally been 
tightly linked to the Western European countries by the ex- 
change of food and raw materials for finished products, has 
aggravated the difficulty of economic rehabilitation and re- 
construction in both Eastern and Westetn Europe. 


IV. Principles and Organization That Should Gov- 
ern Any Foreign-Aid Program 


An economically sound world is essential to the security and 
well-being of all nations. When the economies of countries 
break down, political conditions become unstable, free in- 
stitutions are endangered, the rights of the individual tend to 
disappear, and the peace of the world is jeopardized. 

_ Today the economies of certain countries of Western Europe 

are gravely threatened. The slender remaining resources of 
these countries will not carry them many months more with- 
out disastrous shortages of food, fuel; and certain raw ma- 
terials, as well as of the capital goods required to stimulate 
recovery. These shortages are likely to have serious political 
and economic repercussions from which we cannot effectively 
insulate ourselves if we would. 

The emergency, though aggravated this year by crop fail- 
ure, is not a temporary one. This fact must be faced and, if 
remedial action is to be taken, plans must be formulated ac- 
cordingly. 

Two world wars and the rift between West and East in 
Europe have corroded the foundation on which the economy 
of Europe has been based. To rebuild this economy will re- 




















quire vigorous and well-concerted action by the European 
countries themselves. 

This report is primarily addressed to Western Europe, but 
the general principles enunciated are equally applicable to 
other countries which may later be found in need of aid. Ger- 
many and Japan, in view of their military occupation, present 
special problems which may require separatc treatment. 


A. Basic Elements of Any Program 


In order that the genuine needs of recipient countries may 
be filled and their economies restored as rapidly as possible in 
order that such needs can more and more be met through the 
normal channels of trade, commerce, and finance, without 
subjecting the economy of the United States to undue strain, 
the following points, in our opinion, must be taken into ac- 
count in formulating and administering any program of aid: 

1; The recipient countries should make vigorous efforts, 
individually and jointly, to increase the production of food 
and materials needed to meet not only their essential internal 
needs but the needs of other countries. Increased local pro- 
duction to assure decreasing deficits should be sought so as to 
limit the requirements from abroad to a minimum consistent 
with a sound economic balance. 

2. The recipient countries should, through mutual help and 
co-operation, facilitate the economic interchange of goods and 
services among themselves, provide effective distribution and 
use of their own resources, as well as of the resources received 
from outside, and work toward the elimination of exchange 
controls, quota restrictions, and other obstacles to trade. 
(The progress already made by Belgium, the Netherlands 
and Luxembourg toward a customs union seems to the com- 
mittee a step in the right direction. ) 

3. Certain countries other than the United States which are 
in a position to supplement a program of aid, which have the 
same incentive as we to do so and which enjoy access to 
United States supplies, should be expected to co-operate each 
in relation to its respective capacity. 

4. Every encouragement should be given and every facility 
extended to private initiative to assume, as conditions permit, 
the emergency activities which have devolved on govern- 
ments in the present crisis. 

5. The recipient countries should adopt fiscal, financial, and 
monetary programs designed to arrest inflation, to correct ex- 
isting monetary weaknesses, to accomplish stabilization of 
exchanges and generally to restore confidence in their curren- 
cies, | 

6. The recipient countries should give full and continuous 
publicity regarding the purpose, source, character and amounts 
of aid furnished by the U. S., where this aid is not on the basis 
of commercial loans or normal commercial transactions. 

In order that any program of foreign aid from the United 
States may be efficiently administered, provision should be 
made for the effective co-ordination of existing Government 
agencies participating in the program. Additional govern- 
mental machinery should be limited to that necessary to pro- 
vide such co-ordination and to fill gaps of authority which 
may exist. 


B. Western Europe’s Most Urgent Needs 


The pressing needs of Western Europe, as in most other 
countries, fall into three categories: 

1. Foodstuffs, fuel and fertilizers; 

2. Commodities to be processed and certain types of spe- 
cialized equipment; 

3. Capital goods and equipment, 

Foods, fuel and fertilizer rank first both in urgency and in 
the dollar cost of acquisition, As stated by the Paris Confer- 
ence of the 16 European countries, they constitute about 50 
per cent of the required imports from all dollar sources for 
the four years. Without the maintenance of an adequate food 
ration, there is no possibility of expanding production. With- 
out increased coal to turn the wheels of industry, output will 


remain too low to provide any flow of exports to balance im- 
port requirements. Petroleum products are also vital to in- 
dustrial activity. An increase in the available supply of fer- 
tilizer is essential, as otherwise the exhausted soil of Western 
Europe will continue to produce smaller and smaller crops. 

With adequate supplies of food, fuel, and fertilizer assured 
on a basis that does not upset the balance of payments, the 
committee feels that the remaining problems of European re- 
construction become more manageable. It has therefore con- 
centrated on this strategic area within the general problem 
of foreign needs for its particular recommendations which are 
set forth in Subsection C below. 

The second category of need comprises commodities to be 
processed, such as cotton, wool and lumber, and certain met- 
als. It also includes certain types of special equipment, such 
as agricultural machinery and mining equipment. 

In creating the Export-Import Bank, Congress has provided 
an organization which is adequately staffed and technically 
competent to deal with financing the purchase and delivery of 
articles that fall within this second category. It is also well 
equipped to obtain the co-operation of private finance. It is 
unwise either to duplicate or to compete with the facilities of 
this agency. It should be strengthened and given the resources 
and necessary authority to do its full share in any foreign- 
aid program, It should also be permitted to accept, as security 
for loans, assets held by foreign governments in the U.S. or 
to guarantee loans made by private banks on such security. 

If these recommendations are adopted, the committee is 
confident that the Export-Import Bank will be well qualified 
to act as the financing agency to meet Europe’s pressing needs 
in this second broad category of goods. It also believes that the 
Export-Import Bank will prove to be the best bridge to the re- 
turn of such financial activities to private channels. 

Capital goods and equipment necessary for longer-range 
programs of reconstruction and recovery constitute the third 
category that will require financing. The International Bank 
for Reconstruction and Development was specificially or- 
ganized to do such financing. Its operations have so far been 
retarded because the undertaking of reconstruction projects 
is difficult in economies where the essentials for subsistence 
and for economic activity are lacking and where there is grave 
uncertainty as to the future. The committee is convinced that 
if its program for meeting immediate requirements for food, 
fuel and fertilizer is realized, a major obstacle to the func- 
tioning of both of the Bretton Woods international agencies 
will have been removed. The use of the International Mone- 
tary Fund in the stabilization of currencies will be facilitated, 
and the International Bank for Reconstruction and Develop- 
ment will be better able to carry out the financing of long- 
term capital-goods programs. Private capital should then also 
become available in larger measure for sound reconstruction 
programs. 


C. Aid in the Form of Food, Fuel and Fertilizer; Proposed 
Emergency Foreign Reconstruction Authority 


As indicated above, the committee considers that the financ- 
ing of materials, other than food, fuel and fertilizer, entering 
into a foreign-aid program, should be largely handled as self- 
liquidating commercial transactions. 

In the case of food, fuel and fertilizer, a new approach is 
necessary. We must frankly recognize that payment therefor 
in terms of dollar exchange cannot be made by certain of the 
European countries in their present plight and that other ar- 
rangements for repayment must be made. Dollar loans made 
simply as the extension of credits would take out of our hands 
both the allocation and the timing of the purchase of materials 
in critically short supply. 

To administer aid in the form of food, fuel and fertilizer, the 
committee recommends that a new instrumentality of the 
U.S. Government be created. This instrumentality might be 
known as the Emergency Foreign Reconstruction Authority 
and be established as a corporation under Federal charter. 
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This corporation should be authorized to enter into arrange- 
ments with countries in need of foreign aid under which food, 
fuel and fertilizer would be made available to them, and to 
determine the form of remuneration to be obtained on the 
basis of its best estimate of the recipient country’s capacity to 
pay. 

It is the committee’s view that consideration should be given 
to suggestions which have been made to it that the corporation 
should also be permitted to use a small specified portion of 
its authorized capital to provide incentive goods, other than 
food, fuel and fertilizer, to certain countries which are not in 
a position immediately to finance the purchase of such com- 
modities either commercially or through the Export-Import 
Bank or the International Bank for Reconstruction and De- 
velopment. One of the chief impediments to increasing Euro- 
pean production of vitally needed commodities is the lack of 
consumers’ goods which can serve as incentives to labor to 
work harder on the job and reduce absenteeism and to farm- 
ers to raise more food and deliver more of their produce to 
market. The extent to which European production of food 
and fuel can be increased by providing at reasonable prices 
incentive commodities, such as tobacco and cigarettes, shoes, 
clothing and other consumers goods, to miners, key factory 
workers and farmers in selected food-producing regions is the 
extent to which we can reduce the drain on our own resources 
of food and fuel. 

Attainment of the same objective can be assisted by per- 
mitting the corporation to buy limited quantities of agricul- 
tural, mining and other productive machinery and equipment 
which are urgently required by recipient countries sooner than 
they could be procured commercially or through the Export- 
Import Bank or the International Bank for Reconstruction 
and Development. Properly administered by the corporation 
as investments in increased production, and under suitable 
safeguards for insuring that distribution will be made to the 
proper consumers, the use of funds set aside for the purchase 
of incentive goods and emergency requirements of machinery 
and equipment would reduce the volume and cost of American 
shipments of food, fuel and fertilizer to Europe. 

The original capital of the corporation should be an amount 
sufficient to cover estimated operations to June 30, 1949. As 
of Dec. 31, 1948, and semiannually thereafter, the corporation 
should present a full financial report to the Congress, showing 
the disposition of its capital funds and the estimated amounts 
needed to make good any capital impairment, in order to per- 
mit the Congress to review the operations of the corporation, 
exercise its right to modify or abolish it, or to consider any 
further appropriation to its capital. This would maintain con- 
gressional control, within the limits prescribed over the funds 
of the corporation, and yet would give the corporation reason- 
able scope within which to formulate plans of sufficient dura- 
tion to permit the recipient countries to develop their own 
programs of reconstruction and recovery. 

The committee is not recommending any specific capitaliza- 
tion for this corporation at this time. We have planned our 
studies so as to report to the next regular session of Congress 
on this problem. We are therefore not now in a position to 
recommend specific amounts for the long-range foreign-aid 
program. 

It is recommended that the staff and personnel of the cor- 
poration be exempted by law from civil-service provisions and 
salary limitations, in order to recruit the most capable person- 
nel available in the briefest possible time. 

The corporation should have a bipartisan board of directors 
of eight members who would be appointed by the President 
and confirmed by the Senate. One of them would be desig- 
nated by the President as chairman and chief executive officer 
of the corporation. 

It is recommended that the life of the corporation be 
limited and that at its expiration all its assets and liabilities 
should vest in the Export-Import Bank as liquidating agent. 

The corporation should hold and administer the remunera- 
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tion received by it for any supplies delivered where such con- 
sideration is not in the form of United States currency. Re- 
ceipts in dollars would be credited to the corporation’s capital 
account. When the remuneration is in the form of currencies 
of the recipient countries these currencies should be held as 
separate funds, and the corporation should appoint, with re- 
spect to each such fund, a board of administrators of not less 
than three nor more than five individuals, A majority should be 
citizens of the United States designated by the corporation 
with the approval of the Secretary of State and acceptable to 
the recipient country; and the balance should be designated 
by such recipient country. The foreign currencies held by the 
corporation may be used to pay for purchasing, building, or 
maintaining official or diplomatic establishments of the United 
States, or for the expenses and pay of officials and employees 
thereof in such countries. Otherwise, each local currency fund 
should be utilized and invested for the primary purpose of 
contributing to the recovery of the recipient country (under 
safeguards to prevent inflationary effects), to the development 
of any new sources of wealth therein and to the promotion of 
enterprises of mutual interest to the United States and to the 
recipient country. To the extent practicable, the creation of 
new wealth should include increased facilities for the produc- 
tion of strategic and critical materials. 

Agreements for such increased facilities should provide, on 
the one hand, that a portion of the increased production 
should accrue to the producing country and thereby aid in 
providing exchange, and, on the other, that the remainder 
should be delivered to the United States for sterilized stock- 
piles which would be held out of competition with normal 
commercial markets. Agreements should be negotiated to this 
end with all recipient countries which control sources of po- 
tential increased production, in such a form as to take agreed 
quantities for stockpiling from production from new facilities 
or to increase the amounts already taken when there is not an 
established commercial outlet for the materials concerned. 
The agreements should be for a long-term (20 or 25 years) 
period and should contain careful protections against releases 
from the stockpiles except in the case of the national emer- 
gency declared by Congress. Investment of any local fund 
should be made as far as possible to avoid any controlling 
influence over the management of any enterprise or project in 
a foreign country. Administration of local currency funds 
should in no event adversely affect the fiscal or monetary 
stability of the foreign country concerned. 

The recipient country should have the right at any time to 
redeem any investment at the initial dollar cost thereof, and 
the corporation should be entitled to sell any investment in any 
local fund for such consideration as it may deem prudent. 
There should, however, be no transfer of such funds into 
dollars or other currencies without the approval of the foreign 
country concerned and of the International Monetary Fund. 

In the opinion of the committee, the road to recovery in 
Europe must be furthered in large part by developing new 


and untapped sources of wealth and of revenue. The local . 


currency funds provided for above should be viewed as pilot 
instruments for the development of such new resources. They 
should be used to stimulate the flow of private capital both 
within the recipient countries and from the United States into 
new enterprises with a view to realizing to the the full the 


great untapped, unexplored and undeveloped sources of 
wealth in the world. 


D. Co-ordination of Governmental Agencies— 
the Foreign Aid Council 


The success of any program for foreign recovery and re- 
construction depends in great measure upon the effective co- 
ordination of the work of the various American and interna- 
tional agencies which are dealing with the problem, and 
the liquidation of existing governmental agencies, whose func- 
tions can be performed by the new corporation. The commit- 
tee therefore recommends that there be established a co-ordi- 
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nating council directly under the President, to be known as the 
Foreign Aid Council. 

The council would be composed of the secretaries of State, 
Treasury, Defense, Agriculture and Commerce, the Chairman 
of the Emergency Foreign Reconstruction Authority and the 
other members of the Board of this Authority, the Chairman 
of the Export-Import Bank, and the United States executive 
directors of the International Bank for Reconstruction and De- 
velopment and of the International Monetary Fund. The Sec- 
retary of State would act as chairman of the council. 

The Foreign Aid Council would function primarily as an 
arm of the President, advising and consulting with him regard- 
ing the establishment by him, within the limits of the new law, 
of over-all programs and policies, as well as the manner in 
which such programs and policies should be executed by the 
various participating agencies of the government. Since food, 
fuel and fertilizer represent the largest part of the immediate 
requirements of foreign countries and are the key to the suc- 
cess of foreign reconstruction in general, the chairman of the 
board of the proposed Emergency Foreign Reconstruction 
Authority should act as the executive director of the council. 
As its executive director, he should be required by law to as- 
sume the initial responsibility of formulating all programs 
and policies for the consideration of the council (so as to aid 
it in performing its functions of advising and consulting with 
the President). 

Similarly, the executive director should have the initial re- 
sponsibility of determining the means by which such programs 
and policies should be executed, and to this end be given 
power to issue, after consultation with the council, and with 
the approval of the President, directives to the various partici- 
pating agencies. The Emergency Foreign Reconstruction Au- 
thority itself, through its staff, would perform all of the neces- 
sary screening and program co-ordination functions for its 
chairman in his capacity of executive director of the Foreign 
Aid Council. These screening functions would, for example, 
include analyzing foreign requirements and proposing specific 
allocations in the light of availabilities and within the limits 
of approved over-all programs. 

It should be noted that certain war-control powers expire 
on Feb. 28, 1948. The committee recommends that powers 
relating to allocations, export control and control of trans- 
portation, insofar as deemed necessary to the carrying out of 
the foreign-aid program, be extended, and, insofar as they 
relate to allocation for export and export licensing, that these 
powers be vested in the executive director of the Foreign Aid 
Council. The extension of these powers appears necessary so 
long as critically short supplies exist in the United States. The 
limitations on exports and the allocations of exports to the 
most needy claimants are alike necessary to prevent further in- 
flation in the United States. 


E. Assistance Without Weakening the Economy 
of the United States 


The committee was assigned the consideration of— 

any or all measures which might assist in assessing relative 
needs and in correlating such assistance as the United States 
can properly make without weakening its domestic economy. 


There has been a marked tendency in other reports so far 
issued to place primary emphasis on the needs of European 
countries. The committee is convinced that the Congress 
should give primary consideration to the availabilities which 
may be expected from the U.S. and from other supplying 
countries, so that false expectations will not be aroused and 
unrealistic plans made. The world’s needs are greater than 
any capacity can meet in the immediately ensuing years. The 
studies already published bear this out as to the ability of the 
U.S. to supply grain, coal, petroleum, fertilizer and steel. 

However, it is obvious that certain steps can be taken, both 
at home and abroad, to increase availabilities within the prac- 
tical limits of our own management and of possible action 


by other countries. But, in the last analysis, the problem is as 
much one of the availability of commodities as of dollars. 


F. General Considerations 


The countries of Europe are suffering not only from critical 
shortages of food, raw materials and reconstruction equip- 
ment; they are suffering also from the moral and physical 
fatigue incident to the stress and strain of a devastating war. 
What is vitally needed today is a revival of hope for the 
future and new confidence in liberal institutions and individual 
enterprise. 

The best method of assuring a sound organization of Euro- 
pean aid and its application to a recovery which will benefit 
the entire world is by setting up a governmental instrument 
that can assure two things: first, that the maximum self-help 
and mutual help are being accomplished by the development 
and use of European resources to the end of a common re- 
covery; and, second, that all available United States and other 
foreign assistance are being utilized to the same end and that 
its extension can be counted upon only insofar as this co- 
operation is forthcoming. 

The recipient countries should realize that the American 
public will not continue to make sacrifices unless they have 
reasonable assurances that those who receive the aid are will- 
ing to work at least as hard to help themselves as do the 
American people who supply the aid. We believe it necessary 
and desirable to empower the agency handling the foreign- 
aid program to take such action as it deems appropriate and 
feasible from time to time in the light of the existing circum- 
stances to effectuate this objective. 

Such assistance as the Congress may authorize in the eco- 
nomic and financial fields should be directed toward helping 
the various countries work toward the realization of objectives 
such as those indicated above under the heading “Basic Ele- 
ments of the Program,” which correspond to those the 16 Eu- 
ropean powers have set up for themselves in the report of the 
Committee of European Economic Co-operation. This report, 
in its conclusion, includes a statement of their determination 
(1) “to overcome their difficulties as far as they can by their 
own exertions,” (2) to create “internal financial stability” as - 
“a necessary condition for the accomplishment of their pro- 
ductive programs,” and (3) “to expand production by increas- 
ing measures of mutual self-help.” 

The gap between available supplies and the emergency re- 
quirements of certain of these countries is a serious one. We 
have a primary duty to protect our own economy and husband 
our resources, but there should still remain a margin of avail- 
able resources for foreign aid. If these resources are prudently, 
effectively and promptly administered, a measure of assistance 
can be rendered which will revive hope and confidence in the 
countries of Western Europe, check the present trends toward 
economic breakdown and start the upward surge toward the 
reconstruction of the European economy. 

In presenting this report to the House of Representatives, 
the committee wishes to record its conviction that the best pro- 
tection of the interests of the United States, both in making 
available, in the most efficient manner, supplies to meet the 
real needs of the foreign countries and in protecting the 
economy of the United States against any weakening of its 
total structure, can be accomplished through the erection of 
administrative machinery based on the principles that are 
recommended in this report. Only if the needs of foreign coun- 
tries are properly scrutinized and if measures are taken, in 
procuring the goods to meet these needs, that minimize their 
impact on short-supply commodities, can the economy of the 
United States be maintained at its present high levels and in- 
flation avoided. The committee feels that it is its duty to place 
on record, also, that the greatest service that the United States 
can render to the world at this time lies in maintaining a 
strong and powerful system of free enterprise in the United 
States, which bears the burden of nearly half the industrial 
production of the entire world in this present postwar period. 
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Investigation in Tokyo 
Of Missing War Goods 


The date for the next Foreign Min- 
isters conference, if there is one, will 
be fixed finally by diplomatic negotia- 
tions among the Big Four, regardless 
of any London decision on time and 
place. The United States experts do 
not want to get tied up in another long 
conference before the Marshall Plan 
is approved by the U.S. Congress. 


o 0 Oo 


A highly secret investigation is un- 
der way in Tokyo to determine what 
has become of millions of dollars 
worth of Japanese military supplies 
and industrial equipment that van- 
ished after the surrender. There is 
some evidence that the former Gov- 
ernment of Japan arranged for the val- 
uable hoard to be taken over by war- 
time leaders and the heads of indus- 
trial monopolies that existed in Tokyo. 


o 0 9 


French officials are convinced that 
the Communist strikes in that country 
were planned and directed by outsid- 
ers. Complete strangers led the dem- 
onstrations in the Northern mine area. 
The Government believes one reason 
for the disorders is to enable the Com- 
munists to test their strength and per- 
fect their planning for a more serious 
uprising later. 


Despite the strikes and troubles they 
have stirred up in Italy and France, 
the Communists are far from optimis- 
tic about their chances of taking pow- 
er in either country. Secretly, French 
Communists have reported to Moscow 
in terms that set up an alibi for ex- 
pected failure of their venture. 


o 0 Oo 


Reports are reaching London that 
the Arabs are offering $250 a week to 
any former officer of the British Army 
who can be recruited for training and 
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Communists Uncertain 
Of Outcome in Europe 


leading Arab forces in a guerrilla war- 
fare against the Jews in Palestine. 


oo O90 


Great Britain’s Foreign Minister, Er- 
nest Bevin, inadvertently tipped off 
the fact that France, Britain and the 
United States were holding a secret 
meeting on strategy during the Lon- 
don Conference. He arrived at the 
American Embassy with the Union 
Jack flying from his automobile. The 
flag started questions and soon the 
whole story. was out. 


The cost of the Marshall Plan for 
its first 15 months of operation will be 
closer to $8 billion than the $7% bil- 
lion first estimated. The extra money 
is needed for forward buying in the 
last quarter of the period. The increase 
will not raise the total cost of the four- 
year plan. 


During their talk in Paris, Gen. 
Charles de Gaulle made it clear to 
John Foster Dulles that he would not 
oppose merging the French zone of 
Germany with the British-American 
zones. De Gaulle wants to be assured, 
however, that provisions will be made 
to prevent the formation of a strong 
central government in Germany. 


o 0 0 


Some supporters of President Juan D. 
Peron of Argentina are expressing con- 
cern over the lack of progress in the 
countrys Five-Year Plan. They say 
that most of the profits made by the 
Government's trading monoply are 
going into the Army; that if the situa- 
tion continues, no money will be left 
for the civil enterprises of the plan. 





How Bevin Revealed 
Secret Conference 


One reason the United States is be- 
ginning to ease up on currency regula- 
tions attached to emergency aid for 
Europe is this: Communists are ready 
with a propaganda line declaring that 
America, through currency controls, 
wants to set up a big bank account 
inside France and use it later to dom- 
inate the country’s economic life. 
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Virtually every one of the American 
officials who supported the United 
States proposal for the partitioning of 
Palestine before the United Nations 
was acting under orders. Privately, 
they express serious concern over the 
plan’s political and military implica- 


tions. The final decision to insist on 


partitioning was made at the highest 
levels in Washington. 


The American program for talking 
back to Russian propaganda in Ger- 
many is a project.of the U. S. Military 
Government, not part of the State De- 
partment’s information activities. In 
fact, State knew nothing officially of 
the plan until it was announced in 
Germany by Gen. Lucius D. Clay, the 
head of the Military Government 
there. 
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Officials are becoming genuinely 
concerned over the steady flow of 
gold into the United States from the 
rest of the world. Other countries are 
so eager to buy American goods that 
they are spending off their last re- 
serves. U.S. gold stocks have been in- 
creasing at a rate of about $250 mil- 
lion a month since early spring. 
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Russia is seeking American goods 
indirectly. In trade talks with the Brit- 
ish, Russia is asking for goods Britain 
can get only in the U. S. 














NOW —~ for the first time 





are gathered together, in one audience, all the 
people whose business relationships—either as 
buyers or sellers—constitute a market which is 


thoroughly covered in a single magazine— 
World Report. | 


This business group comprises men of vision— 
active men who are doing the planning and whe 
have large responsibilities for business opera- 
tions. 


An overwhelming majority of the readers of 
World Report have said specifically that “a 
knowledge of world affairs is important to them 
in the conduct of their business.”’ 


World Report, unduplicated in the field of pub- 
lishing, is given priority reading by these impor- 
tant people whose business plans are so directly 
affected by world affairs. 





U.S. business is geared to world business. 





If you are a manufacturer of industrial equipment, your adver- 
tisement—on this page—will be seen by top ranking executives 
who have the final authority on purchases for use either in 
their American plants or in their branches and subsidiaries abroad. 


These same men specify or influence freight transportation . . . passenger air and 


railroad travel . . . installation of communication systems and the purchase of chemi- 
cals, trucks, business machines and other products and services for corporate use, 


WORLD REPORT 


The only magazine of its kind—reporting, interpret- 


ing and forecasting the news of international affairs. 


IT’S GOOD BUSINESS TO WATCH WORLD BUSINESS 
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J. Reynolds Tobacco Company, Winston-Salem, North Carolina 


SMOKING TOBACCO 


Prince Albert Smoking Tobacco 
—for pipes or roll-your-own 
cigarettes—is America’s biggest- 
selling tobacco. Smokers know it 
as the National Joy Smoke be- 
cause it’s so rich tasting, so mild 
and easy on the tongue. You'll 
enjoy giving Prince Albert—in 
the colorful Christmas-wrapped 
one-pound tin. 





